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GOODYEAR DIVERSIFICATION AT WORK 


Giving Fashion a New Lift 


Thev re stepping out in fashion with a flair. Their — to both manufacturers and the shoe re pair trade 
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It Could Have Happened 


Only in America 


Visitors to our shores usually are pleasantly 
surprised by the efficiency and availability 


of American telephone service 


Calls go through promptly and clearly, 
millions of people in all walks of life have 


telephones, and the cost is small 


The fact that Americans themselves aré 


seldom surprised by these things is a tribute 





to the growing excellence of the service 


This efhcicncy and economy are no acci 
dent. ‘They have resulted largely from the 
wav the Bell Svstem is organized, and 
through its large-scale programs of research 


and improvement 


No other telephone system in the world 
can begin to match this country’s service 
either in terms of facilities or operating cfh 
ciency. It could have happened only in 
America, under the American free enterprise 


system 


BELL TELEPHONE SYSTEM 
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NATIONAL STEE 


Going up—the horizon-hugging Trimline, newest product of our 


Stran-Steel Division, newest demonstration of National Steel's 
consistent leadership in the development of fine steel buildings. 
Leadership that has also brought to pre-engineered structures an 
outstanding hallmark: factory-applied protective coating in color 


in long-lasting Stran-Satin blue, green, rose, bronze, white, 


gray or any combination. 


But there’s more to Stran-Steel buildings than meets the eye. 


Take the low-cost, low-upkeep new Trimline—designed for 


Stran-Steel Corporation, Department NSF-13, 


supermarkets, warehouses, bowling alleys and the like. Its low 
pitch roof lowers hecting and cooling costs. Its safety engineered 
framework stands up to extremes of stress and strain. Its column 
A Stran-Steel 
beauty and 


free interior gives optimum space for the dollar 
building is your best buy for economy, service 
Want More Facts on Stran-Steel Buildings? 


conuners al, 


For complete illustrated literature on 
or farm buildi in beautiful Stran-Satin color, 


Detroit 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 





.* * 





SIDE LINES 


FORBES 


FOUNDED 1917 by 8. ©. FORBES (1880-1954) 


President 
Bruce C. Forpes 
° 


Publisher & Editor-in-Chief 
Maicoim S. Forbes 


Editor 
Byron D. Mack 
> 


Managing Editor 
james W Micnaels 


. 
Asst. Managing Editors 
Raymond Brady 
Lee Geist 
Ross Muir 


. 
Senior Editors 
Robert Levy 
George Wolf 


. 

Associate Editors 
Edward Borheady 
Christopher Buckley 
John Marvir 

C. Nicholas Phipps 
Joseph C. Potter 
Tom &. Thompson 
Sheidon Zalaznick 


. 
Assistant Editor 
Ruth Meyer 


. 
Financial Editors 
Heinz H. Bie 
Sidney B. Lurie 
Eimer M. Shankiand 


. 
Washington Editor 
Edward Michelsor 

. 

Researchers 
Estelle Dembeck 
Mery! Gray 
Gladys Haack 
Carol Levy 
Barbara McKay 
Ellen Meitor 
Laura Ripir 


. 
Librarian 
Hilda Land 


. 
Secretary- Treasurer 


3 einer 


. 
Controller 
Bernard Bolhower 


. 
Vice President—Business Manager 
Richard E Kline 


. 
Vice President—Director of Advertising 
w. P Pete” Rees 


. 
Co-Director of Advertising 
—. —. Ww 


Stock 


. 
Advertising Representatives 
New York 
Ray Murray 
John Rhein ti! 
Richard Gardner 
Peter B. Lassoe 


. 
Chicago 
Arthur Carwardine 
Western Advertising Mgr 
Ken Nicklas 
Address: 360 North Michigan 


>. 
Cleveland 
Dan Humphrey, Mer 
Clarke Williams 
562 Hanna Bidg 


. 

Los Angeles 

The Menne Cc 

11 S. Vermont Ave 
. 

San Francisco 

The Menne Cc 

114 Sansome St 


. 
Dallas 
Donald R. Brown 
1416 Commerce 

. 
London W.C 
Achievement Magazine 
40/43 Chancery Lane 


OMPA?® NDEX page 


Paid circulation 300,000 | 


FORBES FORBE c shed tw 
September 1 York a idit 








na' ma 





The Good 


FRIENDS and associates calling at the 
Forses Inc. offices are sometimes 
surprised to find that the magazine 
is located not amidst the horizontal 
impersonal canyons of Wall Street 
but a couple of subway stops away 
on Lower Fifth Avenue in the 
Washington Square area. That puts 
the 12-story Forses Building on 
the very edge of Greenwich Village. 
with its famous restaurants, its 
Bohemian camaraderie and _ its 
colorful population of 

writers, painters and 

As New York 


goes, this particular 


actors 


section is virtually a 
world in itself 

One of the big events 
in that world is the 
annual Washington 
Square Outdoor Art 
Exhibit, which began 
its fall showing on 
August 28. Twice a 
year—in spring and 
tfall—all of Washington 
Square bursts forth in 
i blaze of oil color, paintings and 
drawings hanging on wrought iron 
fences, propped up on chairs, some- 
how fastened to red-brick walls 
The Village” art show is a big at- 
traction for tourists and Manhat- 
tanites alike. The first outdoor art 
exhibit in America and now in its 
56th showing, the exhibit has be- 
come the largest of its kind in the 
world 

The FORBES Prize. This year, for 
the first time in the show, one of 
these awards is the Forses prize. In 
keeping with the magazine's policy 
of being a good neighbor in its com- 
munity, President Bruce Forbes 
decided to award a prize for the 
best black and white drawing in 
the show. The prize actually is in 
two parts: cash to the winning 
artist, and a traveling scholarship 
to enable the picture to be seen 
around the country Forses will 
make the award at both the spring 
and fall shows 

Winne 


in the show held this spring, is a 


of this first Forses prize 


rising young artist named Rowe 
Langston, whose work has won 
prizes in the Village shows of bot! 
1956 and 1958 
Langston’s picture (see above) 
which was chosen by the show's 


regular judges without regard to 


Neighbor 


theme Was espec ally 
an award by a business ors 
tion. Done in pen-and-ink 
truly breathtaking study the 
construction of the new Union Car- 
bide Corp. headquarters on Park 
Avenue. The steel frame of the 
massive, 52-story building can still 
be seen, and cranes are adding still 
more height to it. Indeed, the pic- 
ture virtually breathes the growth 
of American industry in the past 
few years 
An Eye for Architec 
ture. Industrial art of 
this type always has 
appealed to Rowe 
Though his 


brushwork has ap 


Langstor 


peared in such maga- 
zines as House & 
Garden, Ladies Home 
Jour rl and Seven 
teen Langston has 
been sketching build- 
ings and bridges eve 
Since fe cal remem 
ber 

Langston's pri winning work 
will appear for par { this montl 
in the Forses idow on Fiftl 
Avenue. (Readers in the neighbor 
hood are invited to drop by and 
have a_ look.) Ther t will be 
sent across the country on its travel 
scholarship, on exhibit with the 
other prize winners 

Dispelling an Image 
being a good neighbor, th 
other good reason why Forses de 
cided to present an awa d in the 
Washington Square snow As a 
leading publisher in the field of 
business and finance, Forres Inx 
now joins a long list of industrial 
companies who have 
the arts in recent 

Two names, in 
to mind In C 
Walter Paepcke 
Corp. of Am« 
( ially active 
and has used \ leadin 
llustrato n | ‘ Ideas 
advertising serie And the Stand 
ard Oil (New Jersey) 


has used many fins or} in it 


Company 


ise organ, The I 

Thus in its ay Forses is doing 
its bit to help dispel the old, out- 
moded ag | ‘ u ssman a 
a capitalist with 3 ‘ attuned onl) 


to the clir 


Volume 84 
No 





We Salute Oil’s First Hundred Years... 


Allis-Chalmers power 
speeds pipeline progress 


Petroleum transport has come a long way since the days 
of horse-drawn oil wagons... and the first (2-inch) 
pipeline, completed in 1865. Today big Allis-Chalmers 
crawler tractors with side booms lay strings of pipe up 
to 40 inches in diameter over mountains, across rivers, 
through meadows and swamps... helping to bring petro- 
leum products to the homes and industries of the nation. 


Interesting new full-color booklet about our company 
f Write Allis-Chalmers, Dept. FB, Milwaukee 1, 


Wisconsin, 


ALLIS-CHALMERS 
POWER FOR A GROWING WORLD 


READERS SAY 


Fund Indexes 


Sm: Congratulations on 
Mutual Fund Ratings” 


your “1959 
(Forses, August 


15). Which funds did you use for your 
average of ten top common stock funds? 


Bloomburg, Pa. 


Cuarwes H. Henrie 


FORBES’ indexes are made up of the 


ten funds in each group which were the 


largest at the time 


started in 1/957 


ComMMON STOCK 
FUNDS 
Massachusetts In- 

vestors Trust 
Fundamental In- 
vestors 
Affiliated Fund 
Incorporated In- 
vestors 
Fidelity Fund 
Investors Stock 
Fund 
Dividend Shares 
United Funds—lIn- 


the inderes ere 


They are 


BALANCED FUNDS 
Investors Mutual 
Wellington Fund 
Eaton & Howard 

Balanced Fund 
Boston Fund 
George Putna 

Fund of Bosto 
Commonwealth In- 

vestment 
Axe-Houghton 

Fund B 
Scudder, Stevens & 


come Fund 
Television-Elec- 
tronics Fund 
State Street Invest- 
ment Corp. 


Clark Fund 
National Securities 
Series Dividend 
Series 
Diversified Invest- 
ment Fund 


Ep 


Sm: As a new reader of your magazine 
I want to thank you for the invaluable 
information to be found in your “1959 
Mutual Fund Ratings.” This is the most 
thorough and impartial rundown on the 
major investment companies I have ever 
seen. I got more out of it in a few min- 
utes study than I’ve been able to learn 
from mutual fund salesmen in years 
C. I. CRANEWELI 
Chicago, Ill 


To Gire Bonds Appeal 


Sir: I am positive that one reason that 
the ordinary individual does not buy 
bonds is because he does not unde rstana 
or like how they pay off. If government 
or industrial bonds would pay interest 
on specified dates quarterly, like com 
mon stocks, I am convinced a 
greater appeal would be generated 
their purchase 

It would be a simple thing to 
bonds with such quarterly paymen 
features and it would greatly increase 
public participation in purchase of 
bonds 

—Huco June 
Billings, Mont. 


1 Caution? 


Sir Your 
mechanical 


account of the mino! 
miracle of going to press 
in “Sidelines” (Forses, August 15) pays 
tribute to the clink-clank-clunk of the 
Linotype 

Your readers salute you also for 
minor non-mechanical miracle, the livel) 
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reporting of sober technical news, punc- 
tuated with the beep-beep-beep of timely 
alarums. 
Forbes, you're a caution, and a most 
endearing one. 
—MADELEINE TRAYNOR 
Berkeley. Calif 


Less Shrinkage 


Sm: Your editorial “Put "Em Away 
But Don’t Forget About "Em” (Forses, 
August 15) stated that “Internationai 
Shoe shares worth $1,000 in 1927, would 
bring just $143.71 today.” 

The figures appear to be erroneous, the 
principle difference being that they did 
not contemplate the splitting of our stock 
on the basis of 4-for-1 in October 1927. 
If the price before the split were adjusted 
to the new stock, the high and low in 
1927 would be $65 and $39.50, respective- 
ly. In July of 1959 the high and iow 
$36.37 and $34.87, respectively. If an 
investor bought at the highest price in 
1927 and used the lowest price last 
month, his investment would have shrunk 
to $536.54. On the contrary, had he 
bought at the lowest price in 1927 and 
used the highest price in July, his in- 
vestment would have shrunk to $920.88. 
If his experience had been the average 
of these figures, the $1,000 investment 
would have shrunk to $728.71, not $143.71. 

—WarREN H. Metz 
Secretary & Asst. Treasurer 
International Shoe Company 

St. Louis, Mo. 


Forses is sorry it overlooked the 1927 
stock split but the fact remains that even 
29 


after 32 years the International Shoe in- 
vestor would still not be even—Eb. 


idjustable Convertibles 


Sm: I would greatly appreciate your 
answering two questions relating to the 
conversion price of convertible bonds 

1. If the company declares a stock split, 
is the conversion price of the bond cor- 
respondingly lowered? 

2. If the company declares a_ stock 
dividend, is any adjustment made in the 
conversion status of the bond? 

—-Cart G. KEDNER 
Los Angeles, Calif 


In answer to both questions. yes. The 
conversion terms of convertible bonds 
are usually adjusted for stock splits or 
stock dividends—Eb. 


Credit Where Due 


Sm: Your cover story on Genesco 
“The Man In The Seven League Boots” 
(Forses, July 15) was good and nearly 
100° accurate. This company, however, 
was not founded by one man but by two 
as a partnership. The other partner was 
my father, W. H. Wemyss, who headed 
the sales end of the company 

—W.H. Wemyss, Jr. 
Assistant Treasurer 
Genesco 
Nashville, Tenn. 


Forses failed to give co-founder 
Wemyss the credit he deserves—Epb 
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1859-1959... A Century of Achievement 


Allis-Chalmers power 
aids refinery modernization 


Suree-Seat is an Allis-Chalmers trademark. 


From lamp oil to flight fuels in a single century, that’s the 
story of refining. Now it’s in a dramatic new era — with 
modernization, dependability and low unit costs growing in 
importance. Allis-Chalmers products like Super-Seal elec- 
tric motors help meet these challenges . . . with insula- 
tion so effective nothing can. hurt it, not evenacid... 
yet offering refiners cost savings of up to 60 percent. 


“ 


Ly — The Inside Story of amazing, Super-Seal electric motors. 
“ ass Write Allis-Chalmers, Dept. FB, Milwaukee 1, Wisconsin, 


. 
ALLIS-CHALMERS 
POWER FOR A GROWING WORLD 





EXPANSION 


reflects the trend of things at Blaw-Knox 


For over half a century, Blaw-Knox has served 
the metals industries with engineered machinery 
and equipment. 

The ability to serve has been greatly augmented 
by the added facilities of Continental Foundry 
and Machine and Aetna-Standard Engineering. 

Today, Blaw-Knox stands as a major engineer- 
builder of machinery and equipment for rolling 
and processing steel and non-ferrous metals. 

Forward-looking, dynamic principles of prog- 
ress continue to guide Blaw-Knox in its service 


to the world's key industries. 


BLAW-KNOX COMPANY 


1200 Blaw-Knox Building + Pittsburgh 22, Pennsylvania 








NEXT ISSUE: 
Where the money goes: For the past 14 vears. the single commodity most in de- 
mand has been money. As a giant money-lender C.1.T. Financial Corp. has 
boomed. But with auto sales stabilizing, can C.LT. keep growing? Next issue 
ForsEs examines C.1.T.’s prospects for developing new markets for its money 
Forses, 70 Fifth Avenue, New York 11, N.Y 
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TRENDS & TANGENTS 


Gross national product, the measur 
f the nation’s output of goods and 
services, rose to an annual rate of 
$484 billion during the second quar- 
ter. At that level, it was running $14 
billion ahead of the second quarte: 
and $1 billion above previous esti- 
mates 
° . . 
Railroadmen are keeping their fin- 
gers crossed that the Government will 
not disapprove an_ industry-wide 
strike insurance plan drawn up by 
their trade association. The insurance 
would provide the railroads with 
funds to cover their fixed costs in a 
strike but not the lost profits. If the 
Government does not object, the in- 
surance will enable the railroaders to 
take a stronger line in their talks with 
labor this fall 
* ° + 
Borrowing money? Better do it now, 
say leading bankers and other credit 
men. Though interest rates already 
have risen, particularly for mortgag« 
money, it appears that they will be 
climbing even higher over the next 
few months. Among the causes 
slow-down in personal savings, step- 
ped-up demand for mortgages and 
heavy spending by businessmen 
* 7 + 
Rayon and nylon are still fighting it 
out for supremacy in the $300-mil- 
lion tire cord market. The battle 
reached a new stage when du Pont’s 
President Crawford Greenewalt cut 
the price of nylon cord tire by a 
whopping 8% to 11 last month 
. + ° 
Monorail train, long promised but 
never produced, finally made its ap- 
pearance in the U.S., when two 82- 
passenger trains went into service at 
Disneyland in California Despite 
their location, the trains have a 
serious purpose. A joint venture of 
Disneyland and Germany's Alweg 
Corp., the monorails will be tested as 
a possible solution to the mass trat 
portation problems of U.S. cities 
. © * 
The Canadian dollar jun 
in value, to $1.0544, mainly becau 
a difference in interest rates. The 
Federal Reserve discount rate has 
mained steady at 3's while 
Canadian rate has climbed to 
So European moneymer 
transferring cash fron 
Canada for the highe: 
very time the Canadians 
rowing dollars here because 
lower rate. Result: rush to buy Ca- 
nadian dollars which pushed 
value up 
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How to Turn $50 a Month Savings into 


$200,000 ...TAX-FREE! 


AN AMAZING PLAN THAT MAY CHANGE YOUR LIFE 


by William Nickerson 


ERHAPS the hardest 

thing about making a 

million dollars — or even 

$200,000 — is the act of 

believing it to be possible. 

This may be the stum- 

bling block which will keep you from seiz- 

ing upon the extraordinary opportunity 
presented here. 


Out of every thousand people who read 
this page, perhaps only 10 will be able to 
overcome their ingrained skepticism enough 
to send away for more information. And out 
of those ten, perhaps only one or two will 
exploit this opportunity to the hilt. But 
those fortunate few may enjoy the kind of 
financial success that millions dream of but 
only a few achieve. 


You can pyramid personal savings of 
$2,500 ($50 a month, plus interest, for 4 
years) into an estate worth $219,972 in 14 
years ... $1,187,195 in 20 years. 


Your chances for success are better than 
400 to 1 —in tact, 1600 times better than 
if you went into business — according to 
actual U.S. government statistics. 


And most, if not all, of your new wealth 
will be yours to keep tax-free — not even 
subject to capital gains tax! 


I did better than that. When I was 25, 
my wife Lucille and I started saving part 
of my first modest earnings as a telephone 
company employee. In three years we had 
saved the down payment to buy a home. I 
began looking about for a way to insure a 
modest retirement income to supplement 
my telephone company pension. 


From ‘'Scratch"’ to $500,000 by 42 


Starting with only the $1000 cash equity 
in my home, I pyramided this modest asset 
into $500,000 by the time I was 42 — all in 
my spare time. I retired at 42 to concen- 
trate on my investments — with consider- 
able time for gardening, swimming in our 
backyard pool, hunting, fishing, and 
traveling. 


Many friends turned to me for advice 
on how they could follow me up the road 
to fortune. Finally I decided to write a 
unique guidebook, in which I would share 
my money-making secrets. 


But editors who read my first manuscript 
told me: “Ah, but your success depended on 
starting during the depression. It could 
never happen again!” 


Another $500,000 in Only 2 Years 


This led me to study other men’s money- 
making experiences, and current, non-de- 
pression-period opportunities. Although I 
had not intended to increase my holdings, 
I found so many opportunities that in 2 
years I doubled my estate to over $1,000,000. 

Now my book, How I TurRNEp $1000 
INTO A MILLION, is ready at last. And in 
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it I reveal — and tell how to use — these 4 
basic principles of traveling the last re- 
maining road to great fortune still open to 


the average person: 


1. Meow te herness the secret force of 
free enterprise — the pyramiding power of 
borrowed money. If you have ever experi- 
enced difficulty in arranging a personal loan 
(or a commercial loan to go into business) 
you may have the idea that banks won't 
lend money to the “little fellow” for the 
purpose of making money. But I will show 
you how you can get lenders to put up 
gladly at least three dollars for every one 
of yours, thereby quadrupling the earning 
power of your capital. 


2. Hew te cheese income-producing 
multiple dwellings in which te invest your 
own (end your borrowed) capitel. If you 
are interested in investing in income-pro- 
ducing property for income alone, then you 
will probably get along all right without 
any advice from me, although even there I 
can give you many tips. But if you are out 
to pyramid your capital, there is a definite 
set of conditions to look for. 


3. Hew te meke your equity grow. A 
fair market value of an income-producing 
property ratio to its income. There- 
fore, if increase the annual net by 
means of the steps I outline, you increase 
the market value of the property — thereby 
increasing your equity. 


is in 
you 


4. How te virtually eliminate the “tex 
bite” on your capital growth. I will show 
you how you can increase your net worth 
steadily without its being subject to in- 
come taxes — not even capital gains tax! 
J. K. Lasser’s famous guide, YouR INCOME 
TAX, says of this method that “the mathe- 
matics have almost unparalleled attraction.” 


If you have about $2500 right now — or 
if you can save only $50 a month for the 
next four years — you can start out soundly 
along the road to a million dollars. To en- 
hance your progress you will need an addi- 
tional personal investment of $50 a month, 
or $600 a year, for two more years after 
that, making a total investment from your 
personal savings of $3600. But then you will 
start receiving income from your invest- 
ment. In addition, if you follow my instruc- 
tions carefully, your capital can grow at the 
following startling rate: 


In 2 years, your $3600 grows to $5,800. 
In 4 years, you have $11,575. 

In 6 years, $21,681. 

In 8 years, $39,363. 

In 10 years, $70,548. 

In 12 years, $124,884. 

In 14 years, $219,972. 

In 16 years, $386,376. 

In 18 years, $677,583. 

In 20 years, $1,187,195. 


How far you want to go up this ladder 
depends on how much retirement income 
you would like. You can conservatively ex- 
pect to earn an average net return of 6% 


on your personal equity. So, if you would 
be satisfied with a retirement income of at 
least $12,000 a year, you might decide to 
stop when your equity reaches $200,000 


“There Must Be a Catch to it!"’ 


Right now, it would be understandable if 
you were sputtering, “But but its not 
that simple. There must be a catch to it!’ 


Of course there's a catch to it! There are 
hundreds of “catches” — hundreds of pit 
falls and traps for the unwary who have 
never traveled what I call the 
to riches.” But I made it, by learning as I 
went along. And you have a priceless ad 
vantage which I never had — the advantage 
of being able to know beforehand every 
thing I had to learn by trial-and-error 


“realty road 


My 497-page book is literally the product 
of a lifetime, into which I have poured 
every distilled ounce of practical know! 
edge I gained along the road to fortune. It 
answers all the questions on real estate 
operations that my friends have ever asked 
me. I lead you through one actual trans- 
action after another, setting forth each step 
in detail. 


This method of making money is not 
dependent on continued economic boom or 
inflation. It is benefited and underwritten 
by America’s continuing population boom 
which is expected to result in 77 million 
more people by 1980. And it is compara- 
tively recession-proof. 


Read Book for 2 Weeks Free — 
Then Decide 


You may have other questions, other 
doubts. Rather than attempt to answer 
them all here, the publishers invite you to 
examine my book free for 
your own home. If you're not impressed, 
return the book in two weeks and pay noth- 
ing, owe nothing. Otherwise it’s yours to 
keep for only $4.95 plus a few cents postage 
Mail coupon or write to: SIMON AND 
SCHUSTER, Publishers, Dept. 227, 630 Fifth 
Avenue, New York 20, N. Y 


two weeks in 


SIMON AND SCHUSTER, Publishers, 
Dept. 227 
630 Fifth Avenve, New York 20, N. Y. 


Please send me William Nickerson's 497-page 
book, HOW I TURNED $1000 INTO A MILLION, for 
two weeks’ free examination. If not convinced that 
this book can pay for itself literally thousands 
of times I may return it in 14 days and pay 
nothing. Otherwise I will keep it and remit only 
$4.95 plus a few nt in full. 


overt 


ents postage as payne 


( PLEASE PRINT 


Address 


City. 


° ° . Zone State - 
SAVE POSTAGE. Check here if you prefer to 
enclose $4.95 WirH this coupon. Then WE 
prepay all postage charges. Same 14-day return 
privilege, full refund guaranteed 
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Lycoming Turbines to “Lift a Flying Army—After exhaustive study, 
Army and Air Force Evaluation Boards have chosen Avco/Lycoming’s T 55 turbine 
engine for a key assignment in America’s new and highly mobile Pentomic Army. Its 
mission: to power the Vertol ‘‘Chinook"’ all-weather troop’ and transport copter. The 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS .. 


powerful, versatile T 55 is another Avco milestone in the turbine power revolution. 


Aveo 


AVCO MAKES THINGS BETTER FOR AMERICA AVCO CORPORATION 750 THIRD AVENUE, NEW YORK 17, N. Y. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by WVALCOLM 8S. FORBES 


4 DANGEROUS TREND? 


In the Thirties and early Forties it was the fashion 
among some economists of the Keynesian persuasion to 
They thought 

that the U.S. need for new tools, new factories. new 


teach that ours was a “mature” economy 
houses and all the things that come under the heading o! 
capital equipment was going to be limited in the future 
Free Enterprise, in short, was all tuckered out 

From this it was an easy step to the queer doctrine that 
thrift was somehow obsolete (e.g., “Why save when you 
have nothing worthwhile to invest in?”). Then followed 
the New Deal philosophy of soaking the rich, shackling 
big business, flooding the economy with cheap, “eas) 
money—and the whole business of “let the government 
do it.” Saving and investment were out of style 

This defeatist doctrine has been thoroughly discredited 
It couldn't have been more wrongheaded. Free Enterpris« 
has produced an era of plenty which made the New Deal 
visionaries look like pikers. It has raised our per capita 
national income from $556 in 1939 to $2,057 by 1958—ar 
increase of more than 100°, even in terms of 1959 dollars 

All this would have been impossible without the invest- 
ment of literally hundreds of billions of dollars worth of 


new capital. The investment itself, of course, would have 


Billion Dollars 


been impossible had not corpo- 


1) The continuing propaganda by labor lead that 
high profits are somehow wicked and less valuable to the 
economy than high wages. Such propaganda blithels 
ignores the fact that corporate profits are both the reward 
for saving and the source of perhaps 25°. of our current 
supply of investment capital 

2) The stubborn resistance by a powertul ‘easy money 
bloc in Congress against President Eisenhower's sensi- 
ble request for the power to pay realistic interest rates 
on new government bond issues. As though interest 
rates could be kept low by law! 

3) The almost unnoticed but extremely unfortunate 
move (it has already cleared the Senate) which would do 


away with the 4 tax credit on corporate dividends 
Each of these trends reflects the same old contempt 
for the saver and the investo Fo 


r 


inc! 


reases are allowed to undermine pl 
to dilute the dollar and double t: 
capital then we are not going to coi 
and investment we need 

And we need plenty. Just considet 
Within ten vears 


Commerce, we will be needi: 


according t the 


and equipment 





rations, life insurance compa- 15 
nies and ordinary citizens saved 
money to pay for these in- 


vestments 


1940-1970 
1958 PRICES 


This being so, you would 
expect that as a nation we 
would have a healthy respect 
for the saver and the investor 
Unfortunately this is not al- 
ways so. In at least three 
cases currently in the news, 
the process of capital forma- 
tion is under fire. Let’s take a 
look at these examples. They 
throw a lot of light on how 





little some people in high 
places really understand the 
necessity of saving and in- 
vestment to a free economy. 


Spex ifically I refer to: 
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BUSINESS EXPENDITURES Z funds can pr 
FOR NEW PLANT AND EQUIPMENT, iv vide less than | f the 


Source: Chamber of Commerce of the t s 


half that irt 


De preciatior 


money the re mu come 
trom retained aved) 
profits and pe onal 


avings 
Nor is plant and equipment 


the only need: we will want 


billions worth of houses 
schools, roads and added work 
ing capital for expanding busi 
nesses 

This projected demand for 
savings is based on no mere 
guesswork. The Chamber of 
Commerce further estimates 
that by 1965 we will be adding 


1.5 million more Americans to 








the work force every year 


These people annot wi rk with 
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their bare hands. Just producing the equipment for them 
to work with will cost upwards of $25 billion a year. Nor 
can we forget that whereas Americans are saving about 
7% of their national income, the Russians are saving close 
to 30%. With our broader base, the U.S. may still have a 
lead. But unless we can step up our volume of savings 
the U.S. economy cannot hope to continue to stay ahead 
in capital formation 

History has taught us that talk about a “mature” econ- 
omy is a lot of poppycock. In a free society there can be 
only dynamic economies and stagnant economies. The 
difference between the two is chiefly determined by the 
amount of savings and investment they can produce 
Therefore, it is obvious that those in politics and labor 
who would do things to tax, frighten or dilute the invest- 
ment dollar are chipping away at the basic dynamism of 
our economy and our very standard of living. They seem 
determined to repeat the errors of our own very recent 


history 


Ps 
P< 


SCARED OF WHAT? 


Headline writers are constantly dreaming up slogans 
Some of them are pretty good and outlast the transient 
news that spawned them. But a catchy phrase sometimes 

can obscure rathe 
than illuminate a sit- 
uation. That, in my 
opinion, is exactly 
what is being done 
by this magazine's 
candidate for the 
most inept, mis- 
leading and down- 
right false slogan of recent years. I refer to the term 
“peace scare.” 


What do they mean, peace scare? Does it suggest that 


business and industry should be afraid of the prospects of 


a relaxation in the cold war? If so the phrase has a down- 
right Marxist implication, for it always was a Marxist con- 
tention that capitalism had to spawn wars and war scares 
to stave off collapse 

Peace scare means we should be in a panic because 
of what might happen to the economy if Uncle Sam stopped 
pumping $40 billion worth of military spending into the 
bloodstream. This is supposed to be a possibility arising 
out of the forthcoming meeting of Ike and Khrushchev 

The whole idea is ridiculous on two points 

First, of all, a relaxation of tensions doesn't mean we are 
going to be so silly as to drop our guns. Come what may, 
we must continue spending billions to stay abreast of 
missile, nuclear and other kinds of technology 

Secondly, it is just plain wrong to think that a reduction 
in military spending would be a permanent blow to ow 
economy. There is plenty that this nation still needs in the 
way of schools and roads and hospitals, and such public 
spending would provide a very useful outlet for some of 
the billions now going into defense. And who can doubt 
that any savings passed on in the form of lower taxes 
would soon be put to productive use by private citizens 
either in the form of a higher standard of living or in the 


form of more badly-needed (see p. 11) savings 


Perhaps the Soviets may be scared of peace. It may 
be harder for them to keep the blinders and the bridle on 
the Russian people in a more peaceful atmosphere. Maybe 
they are afraid of the prospect of giving their peopl 
a bigger taste of freedom and material comforts 

But there is no reason for any “peace scare” here. Let's 


give the grotesque term a quick burial 


us 
Pa 


DONT CALL ME EGGHEAD! 


It might not always look it while they’re jumping to the 
latest rock ‘n’ roll record, but our teenagers seem to 
Earlier this 


year Scholastic Magazine polled a carefully 


have some serious thoughts in their heads 
selecte d 
sample of over 11,000 high school students across the 
country. The picture that emerged suggests that the 
youngsters have a real awareness of the world around 
them, and where they think they’d like to fit into it 

Certainly, the poll indicates, the days seem to be ove 
when most kids wanted to be movie stars. In the latest 
poll, some of the “glamour trades,” specifically entertain- 
ment, advertising, public relations, ranked way down 
toward the bottom. On the other hand, science, which a 
decade ago barely made the list, now has shot skyward 
to third place in the post-Sputnik era. Of the boys ques- 
tioned, a big 8.3% 
opted lo! the lab- 
oratories, almost as 
many as for the tra- 
ditional “professions” 
f medicine and law 
put togethe! 

The number one 
place (reassuringly, 
considering the recurrent talk of “shortage”) went to en- 
gineering with a solid quarter of the boys choosing that 
area. Even among the youngsters who weren't sure what 
their final career might be, more than half figured that 
science and mathematics courses “would fit them best fo 
it.’ More of a surprise was the indications that the kids 
think we're 


in for a long “cold war.” A comparatively 


big 10.5°, of them picked the armed forces—not on the 
basis of two years draft service but as a life-time caree: 

But in many ways, the poll seems more a tribute to 
current fashion than to serious “intentions.” For example, 
business, farming, skilled trades and selling all togethe 
got only some 20° of the intention vote. Those areas, in 
reality, even in the space age, will still take up a large 
part of the work force. It may be neither realistic no 
kind for both schools and parents to steer the youngsters 
away from such vital work 

But if the fashions in “status” jobs have changed some- 
what over the last generation at least some of the old 
virtues are still considered sound. More than three- 
quarters of all the youngsters interviewed believed that 


hard work, intelligence, and the individual's own per- 


sonality were the major clues to success, rather than 
money, influential friends, or “the breaks.”” One amusing 
semantic sidelight of the poll: while opting heavily fo 
science, the boys made it clear that they didn’t want to 
Asked which of a group of 


epithets would most offend them, 31 


be regarded as doubledomes 


replied: “Egghead 
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INTERNATIONAL BANKING *% ANOTHER REPORT FROM 
The First NATIONAL BANK OF BosTON IN ITS 175th YEAR 


kor 175 years — 


Sign of smooth sailing 
for overseas business 


Or July 5, 1784, when The FIRST 
opened its doors for business, a few small 
ships handled this country’s entire world 
trade. This bank was one of the first to back 
these overseas ventures with hard 
Today, as billions of tons of goods crisscross 
the world by land, sea and air, The FIRST 
is still a leader in world-wide banking 

As our customers have grown an 


cash. 


ad pros- 
pered, so have we. To expedite our overseas 
operations, we maintain offices in New York, 
London and in key Latin American markets. 
The FIRST has become the largest bank in 
New England, and one of the foremost inter- 
national banks in the United States 

In our 175 years, we’ve had the good for- 
tune to play a leading role in the commercial 


RBES, SEPTEMBER 1, 1959 


history of this country. Today, as dollars 
from The FIRST flow t 


corner of the glob 


and from every 


, We are pre ud of the repu- 


have earned “ th business en 


bankers to New England — bankers 


tation we 
everywhere 
to the world. 


HEAD OFFICE: 67 Milk St., Boston, Ma 


IN NEW YORK: Represented by The First Bank of 
Boston (International), 2 Wall St. 


Th 
FIRST 


NATIONAL BANK 


BOSTON 


ITS 4 + 1959 


OFFICES IN: 
ARGENTINA Buen 
Brazil Rio de J: 
CusBa Havana, 
Sancti Spi 
IN EUROPE: Representat 
Sr., I on 1 


i, Ro ario. 


iulo, Santos. 


CABLE: ‘\I 
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AiResearch pressurization and air conditioning surrounds you with 
fresh-filtered air on the new jet-age Electras. The AiResearch cabin air 
compressor pictured below is the heart of a system that provides exact 
control of your environment and enables you to fly high and fast with 

complete comfort and safety. Garrett is the world’s most experienced 

company in the field of environmental systems for aircraft — from the 

post-war transports to the newest jets — and is proud to have again 
been selected by Lockheed to provide this vital equipment 
for its newest airliners. 


* Outstanding opportunities for qualified engineers 


———- 


LOCKHEED PROP JET cLectHa 


THE (-7:\:i-i33 23 CORPORATION 
- AiResearch Manufacturing Divisions 


LOS ANGELES 46, CALIFORNIA * PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRESEARCH INDUSTRIAL © AIRESEARCH AVIATION SERVICE « AERO ENGINEERING 


AIRSUPPLY ¢ GARRETT SUPPLY ¢ GARRETT MANUFACTURING CORPORATION OF CANADA. LTD. @C. W. MARWEDEL ¢ AIR CRUISERS 
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PAT PATTERSON’S DELAYED TAKE-OFF 


They laughed when United Air Lines’ Pat Patter- 
son announced he was willing to let his rivals beat 
him to jet service. But as of now, Patterson's pro- 


crastination looks 
Back IN 1955 it seemed a remark- 
ably simple choice to most of the na- 
tion’s There was 
going to be a race to see who could 
get into the air first with jet planes 
So the obvious thing seemed to be to 
buy the first good jet transport that 
came along. With Boeing promising 
deliveries of its 707s by the middle of 
1958, and Douglas unable to promise 
its competing DC-8s until a full year 
later, there didn't appear to be much 
doubt which jet would be first off the 
runway. 

Yet President William A. Patterson 
of Chicago’s United Air Lines,” the 
US.’ biggest domestic ail 
carrier, displayed an amazing lack of 
concern. “Pat” Patterson, to the be- 
wilderment of almost everybody in- 


airline executives. 


second 


volved, announced he was by-passing 
the Boeing 707s, would wait for the 
Douglas DC-8s 

What made Patterson's jet-age 
plans even more confusing was the 
fact that they were apparently quite 
out of character. As United’s competi- 
tors were well aware, Patterson is not 
a gambling man. For years he had 
waged a constantly shifting battle with 
his arch-rival, American Airlines’ 
President Cyrus Rowlett (“C.R.”) 
Smith, for equipment superiority on 
the coast-to-coast circuit. Now it ap- 
peared that he was taking an enor- 
mous risk indeed. 

Both American and Trans World 
Airlines soon inked contracts with 
Boeing for quantities of the 707. This 
meant that United would be forced to 
fly its piston-powered fleet against jets 
for many months on transcontinental 


United Air Lines. Traded NYSE. Recent 
price: 38'5. Price range (1959): high, 45; low 
307,. Dividend (1958): 50c plus 6 stock. In- 
dicated 1959 payout 50c plus stock. Earnings 
per share (1958) $3.88. Total assets: $332.9 
million. Ticker symbol: UAI 
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a good deal less 


foolhardy. 
runs. And as American's Smith had 


“The 


observed in another connection 


jet is going to make the piston plane 


look like an old plow horse.” 

A Cargo of Cash. Last fortnight, as 
Patterson and his jet committee neared 
the end of preparations for their Sept 
18 introduction of the DC-8, it 
that United had fared su- 
premely well during the crucial period 
Since late January 
placed its 


was 
evident 
when American 
707s in Patterson 
TWA 


Lines, 


service, 
has watched two other rivals, 
and Continental Air 
get into the air with their own 707s 
Close to 50 of United's total traffic 
has been hit by the jet onslaught 
This is probably the roughest equip- 


smallish 


ment competition an airline has eve 
Admits Curtis Barkes, United's 
vice president for finance: “A 
people in Wall Street 


faced 
senio! 


lot of figured 


that we would 
Frankly, we 


selves.” 


bleed to 
weren't So 


just death 


sure our- 

From Patterson's point of view, th« 
whole affair was less of a gamble than 
a calculated risk. Before the year be- 
gan, he had projected a net loss of 
$3 million at best, $10 million at worst 
Yet in the first six months of 1959, 
United actually reported nearly $6.6- 
million net profit, compared to $4 
million in last year’s first half. What's 
during the quarter 
when jet 


more, second 


competition was fierce in- 
deed, United showed a net of $4.9 mil- 
$4.6 million a year earlier. 


Since depreciation accruals are also 


lion vs 
running somewhat heavie! 
jected, United is 
better financial shape 
terson had 
“This year,” 


erate $25 million 


than pro 
obviously in fat 
than Pat Pat- 
expected it would 
says he we may gen 


more than we had 


originally anticipated 
The Tactician. How 

piston “plow horses 

their 


streaking jets? 


had Patterson's 
to hold 
staunchly against the 

The answer could be 
combination of lucky 
breaks and shrewdly contrived oper- 
The luck occurred in 


the strong upturn in the e« 


been able 
own so 


found in a 


ational tactics 


onomy and 


DC-8 JET MAINLINER OVER SAN FRANCISCO: 


a gamble or a calculated risk? 
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UAL’S PATTERSON & DOUGLAS’ DOUGLAS IN DC-8 JET: 


which comes first 


the relatively slow build-up of rival 
jet fleets. The were in very 
large part due to Patterson’s 27-year- 
old economic control department, a 
watchdogging unit which 
formulae for the 
most efficient usage of equipment and 
personnel. 

Back in January, 
that the jet 
Patterson 
control 


tactics 


over the 


years has devised 


when it was ap- 
im- 
summoned his 
aides to his office, 
them to “watch every 
schedule every week.” Working from 
data furnished him by the economic 
control unit, knows just 
when and where he can most profita- 
Explains he 
“The minute a competitor’s jet re- 


parent was 
minent, 


economic 


impact 


instructed 


Patterson 
bly deploy his planes 


duces our load factor past the break- 
even point, we yank the schedule off.” 

Meanwhile, since the jets obviously 
cannot be everywhere at once, Pat- 
terson has found other places to put 
the aircraft he has removed. Some 
DC-7s, for example, have gone onto 
shorter routes such as Chicago-Des 
Moines, circuits not exactly suited to 
but 
passenger response to upgraded serv- 
ice makes the effort worthwhile. And 
on such transcontinental routes as 
New York-Los Angeles, Patterson has 
dropped a good many first class flights, 
added Coach” 


emphasize the ticket price differen- 


long-range equipment where 


“Custom service to 
tial between piston and jet 

Douglas Makes a Sale. Although 
Pat Patterson’s cup has thus far 
proved much less bitter than he had 
thought it would be, the big question 
lingers as to why he elected to take 
it at all. 
the first domestic carriers to buy the 
707. That would have fast 
start in the jet race. Moreover, the 
707 had been adapted from the Ai: 
Force's Boeing-built KC-135 tanker, a 


He could have been one of 


meant a 
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the plane or the passenger? 


plane that had been thoroughly flight- 
tested under grueling military con- 
Boeing, in fact, could reason- 
ably claim to be the most experienced 
builder of big jet-powered aircraft in 
the world. Against 
points, Douglas had but a paper jet 
to offer, could emphasize its 
historic repute as the leading builder 
of transport aircraft 


ditions 


these selling 


only 


planes especially 
their reliability and econ- 
omy of operation. 

Why, then, did Pat Patterson elect 
to gamble on the DC-8? At the time 
Patterson made his decision, it is 
doubtful that any airline had 
devoted more time or effort to the 
Patterson and his 
Vice 
President of Engineering and Main- 
tenance J. A. (“Jack”) Herlihy, 
began their preliminary thinking as 
far back as 1945, and in 1948 assigned 
five engineers to a full-time study of 
Two years later, 


noted for 


other 


study of jet liners 
astute aircraft evaluator, Senior: 


jets and turboprops 


he. 
INSPECTING DC-7 NOSE WHEEL: 


profitable 


“nlow-horses” 


a group of United executives jour- 
neyed to England to try out the Comet 
jet and the Viscount turboprop. They 
decided neither was exactly 
for United’s operations 

In 1952 United and sub- 
mitted general specifications to Boe- 
ing, Douglas and Lockheed on thei 
requirements for jets. About this time, 
Patterson embarked on his 
“paper jet” program to 
simulate jet flights between New York 
and Angeles. By 1955, 
American’s order for 35 Lockheed 
Electra turboprops had pulled Lock- 
heed out of the pure-jet and 
the choice remained between the 707 
and the DC-8. 

While a good many factors entered 
into Patterson’s decision to buy the 
DC-8, they finally boiled down to a 
respect for Douglas’ past accomplish- 
ments and the opportunity the DC-8 
provided to design and arrange in- 
teriors before engineering was com- 
pleted. The fuselage of the 707 was 
too big for five seats abreast, too small 
for six. In this respect the DC-8 was 
more flexible. Patterson asked Boe- 
ing’s William M. Allen if he would 
widen the 707 fuselage by five inches 
Allen refused. That did it. Patterson 
ordered the DC-8. “When American 
came along later and asked them to 
do the same thing,” recalls Patterson 
“Boeing widened that fuselage in one 
hell of a hurry.” 

Competition with a Difference. Ther« 
few areas in the U.S. industrial 
scene where the competition runs any 
more heavily than it 
United American 
it has been a rivalry conducted with 
exceptional cleanness and mutual re- 


suitable 


American 


famed 
year-long 


Los June 


arena, 


are 
does between 


and Nevertheless 


spect 

This conspicuously wholesome re- 
lationship reflects a longtime friend- 
ship dating back to the period wher 
both men ascended to the presidency 
of their airlines at nearly the same 
Observes one of United's senior 
“T think that Pat and 


decided some time ago that each 


time 
vice presidents 
C.R 
was too big to knock off the other. and 
that they had better do those things 
which would be good for the industry 
as a whole.” 

What 


ciation Is a 


this 


informal set of 


has evolved fron asso 
rather 
ground rules which limit competitio 
to sales and marketing pursuits, per- 
mit a free flow of information on engi 
training and 


Thus, 


have swapped notes for 


neering, ope ational 


matters American and United 
years oOo! jet 
development problems, have made 
much of this information available t 
other carriers as well. There are, how- 


“We try 


“not to trade horses fo1 


ever, limits even here 
Jack Herlihy, 


rabbits 


says 
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Patterson the Man. Where United 
and American differ in their approach 
to the airline business, the differences 
grow largely out of the personalities 
of the chief executives themselves. 
Texas-born C.R. Smith is an aggres- 
sive man, given to colorful speech and 
an acute consciousness of his carrier's 
Station as the U.S. biggest domestic 
airline. United's Patterson, by con- 
trast, is much less of a spectacular 
figure. Patterson, who calls himself 
“the little fellow,” is conservative and 
methodical. He dotes on passenger 
service. On any given day, Patterson 
is willing to trade a short-term ad- 
vantage for a long-term gain. In the 
opinion of some Wall Streeters, Pat- 
terson’s carrier is the soundest opera- 
tion in the airline business. 

Yet there is no doubt at United just 
who is Senior Vice President 
Donald F. Magarrell, the line’s chief 
of transportation tells the 
story of a Patterson visit to Douglas’ 
Santa Monica, Calif. plant. It was at 
the time when Magarrell, William C 
Mentzer, 
and a 


boss 


services, 


engineering vice president, 
Raymond 
put to- 
the in- 


representative of 
Loewy Associates had just 
their first 
of the DC-8 
Patterson, having made due note of 
the cloak-and-dagger security 
cedures instituted to bar 


gether design for 


terior 


pro- 
prying eyes, 
entered the mock-up, surveyed the 
interior wryly. Said he at 
“If this represents best effort 
I wouldn't much about 
I'd put it on the 
corner of Hollywood and Vine.” 
Magarrell, Mentzer and the Loewy 
man went back into the mock-up and 
started all over again 
Into the Air. The 
United Air Lines was born 60 years 
Honolulu, Hawaii, 
company 


length: 
youl 
worry too 
keeping it a secret 


man who runs 
the son of 

Pat Pat- 
terson first attended the public schools 
of Hawaii and then, after the death of 
his father. the San Fran- 


ago in 


a sugal 


oversee! 


schools of 


OPERATIONS BRIEFING: 

a long-range objective 
cisco. His mother’s struggles to make 
ends meet gave him an early and em- 
phatic lesson in the worth of a dolla 

At the Patterson 
to work as a $25-a-month office boy 
for the Wells Fargo Bank of San 
Francisco. During the next 15 years 


age of 15, went 


he rose to assistant to the vice pres- 
1929 President Philip G 
Johnson of Boeing Airplane acquired 
Pacific Air Transport (pioneer of 
United's present Los Angeles-Seattle 
Patterson, had 
handled Pacific’s loans, a job as his 
When Patterson 
his resignation to Wells 
bank refused to accept it, 


ident. In 


route), offered who 


assistant submitted 
Fargo, the 
gave him a 


three-year leave of absence instead 
But Patterson never came back 

hold- 
ing company, United Aircraft & Trans- 


port Corp was 


Several vears later. a mighty 
nized to include 
Boeing Air Transpert, Pacific, Varney 
Air Lines and National Ain Transport 
United the 
national 


oreva 


This amalgam gave basis 


for its present route struc- 


In 1934 the combine was broken 
United 


ture 


up bv government edict, and 





L 





DC-8 VS. 707 


United Air Lines’ stake in the success of the DC-8 


themselves only on northerly hops 


tad 
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jetliner is illustrated on this simplified map of 


Air Lines emerged with Patterson sit- 
ting in the cockpit 

How to Borrow $250 Million. 
of Patterson's experience as a banke1 
and his 
bility, it 
money 


In view 
dedication to sta- 
United's 
rela- 


corporate 
that 


prove 


might seem 


problems would 
tively less serious than those of othe 
That 
Despite the 
dens imposed by the jet age, Patter- 


carriers has been pretty much 
the case towering bur- 


son has thus far flown through his 
equipment program without a wobble 

About the Patterson an- 
nounced his initial order for 30 DC-8s 
he and Curtis Barkes 


money 


time 


his number om 


manager, made arrangements 
$150 million through bank 


loans and sale of debentures to three 


to borrow 


insurance companies. It was at the 


time the largest single airline financ- 
ing deal Then, in late 
1957. when Patterson § ine 
DC-8 order to 40 and ordered 11 Boe- 
well 


million it 


ever made 


reased his 
ing 720 medium-range 
$100 


jets as 
he obtained anothe 


bank 


It was all pretty much of a 


credit 
breeze 
Patterson and Barkes had simply gone 
to their 
explained thei: 


customary financing sources 
requirements and a1 
‘It's dif- 


money observes 


rived at 
ficult borrowing 
Barkes. “The 
ing it back.” 


terms never too 


trouble comes in pay- 


Unless the growth of jet competition 
pinches off earnings severely in the 
Patterson should not 
have too much trouble paying his bor- 
back 


success if 


years ahead, 


rowed 
United's 


competition 


Because ol 


‘OG 


money 
weathering 
this vear, the company 
in tar higher earn- 
And, as Pat- 
vell be 


this 


is now bringing 
ings than anticipated 
United may 
ahead of the 
flow 


terson points out 


$25 million gare 


year in terms ol cash 


“Airplane X."" It cannot be said 


however that the big jet financing 
thout tts 


24.000 


program Nas been w impact 


ol United's stockholders 








UAL routes. While jet service on many of these 
routes has not yet been announced, the map 
shows the pattern of jet competition which will 
probably emerge. On this basis, United’s DC-8s 


will encounter Boeing 707s on most routes, DC-8s 








About three years ago Patterson saw 
the need to increase his equity to sup- 
port the heavy debt. He faced the 
choice of either selling new common 
stock and diluting equity per share 
or reducing United’s cash dividend 
and bolstering his retained earnings. 
Unlike other airline chiefs, who 
have held the dividend line and mar- 
keted convertible securities (which 
will result in diluted equity), Patter- 
son in early 1957 whacked his cash 
dividend down from $1.50 to 50c an- 
nually, inaugurated stock payouts to 
help offset the reduction. The stock 
dividend, while creating new shares, 
at least distribute them 
among stockholders on a basis pro- 
portionate to present holdings. 
Although the $250 million Patter- 
son has arranged to borrow will carry 
him through the equipment purchases 
he has announced 


serves to 


(includ- 
720s ordered in 
may yet be 
to do some equity financing. Reason: 
the DC-8, good plane though it is, 
does not answer all of United’s jet- 
age needs. Throughout United’s key 
Chicago’s executive head- 
quarters, Denver’s operating center 
and San Francisco’s maintenance fa- 
cility—there is talk these days about 
“Airplane X,” a_ short-to-medium 
range jet Patterson is going to need in 
1963. So far no decision has been 
reached on just what it will be, but 
Patterson and Herlihy admit that 
there are currently three front run- 
ners: Douglas’ DC-9, Boeing’s 727 and 
the French-built Caravelle. 

Filling the Seats. How successfully 
United negotiates its flight plan for 
the future will depend greatly on 
public acceptance of the DC-8. For 
one thing, United will probably live 
with the DC-8 longer than any other 
plane it has had, perhaps for longer 
than a decade. Secondly, Patterson’s 
DC-8s will be flying mostly against 
707s, to a lesser extent against op- 
DC-8s. Points out D. R. 
(“Dick”) Petty, United’s rugged sen- 
“This 
is the first time since the Boeing 247 
(in the mid-1930s) that we have com- 
peted with American with a different 
type of aircraft.” 

Temporarily, at least, the DC-8 will 
suffer from several disadvantages. It 
is a new plane, untried in actual ser- 
vice, and it 
thorough 


thus far 
ing seven additional 
June), 


Patterson forced 


bases 


posing 


ior vice president for operations 


must overcome the 
promotional build-up al- 
ready given the 707. Also, until DC- 
8s with J-75 engines arrive to join 
the earlier J-57 powered DC-8s, the 
707 is expected to offer 
faster service—an advantage of, say, 
from New York to 
But the DC-8 


strong points as 


somewhat 


15 minutes Los 


Angeles. has some 


decisive well. Lit- 


18 


erally designed around the passenger, 
the DC-8 has larger windows, con- 
veniently located galleys, lavatories 
and lounges which leave the middle 
of the plane free for passenger use. 

Don Magarrell, boss of transporta- 
tion services, has created a good many 
innovations for the DC-8. Among 
them: “unitized” seats with tables that 
drop at the push of a button, new uni- 
forms for stewardesses, new menus 
and new methods of serving (includ- 
ing china dishes, banquet covers and 
“passer trays”), an “express check” 
to ease passenger loading and special 
containers to speed baggage handling 

“What we tried to do,” explains 
Magarrell, “was bring to the DC-8 as 





STEADY COURSE 


In an industry where cost fluctuations 
are both extreme and unpredictable, 
United Air Lines has been a standout 
performer in keeping them under con- 
trol. Due largely to the carrier's eco- 
nomic control unit, United has kept 
its operating expenses per available 
ton mile generally lower than those 
of its coast-to-coast rivals, and held 
them remarkably stable as well 


sts per Available Ton Mile (in Cents) 


TWA 
>, 














many improved procedures as pos- 
sible to dovetail with the introduction 
of the jet.... We think there's going 
to be a more inviting atmosphere.” 
Flying Against the Odds. However 
popular with the DC-8 
proves to be, United’s Patterson will 
not recoup his competitive 
all at once. This is simply because his 
jet fleet will be relatively small for 
months ahead. By the end of the year 
Patterson hopes to have as many as 
16 DC-8s in the air. But at the same 
time American will have about 25 707s, 
and TWA, while more of a question 
mark, could have close to that num- 


passengers 


position 


“I don’t expect,” confesses Pat- 
‘that 


ber 


terson we'll really put the 


check on our competitors until next 
June. By that time we should be in 
a position of recovery.” 

Also working against United over 
the near-term is the fact that trans- 
continental traffic decline 
during the winter months. His- 
torically, Patterson’s fourth quarter is 
poor, and his first quarter is even 
worse. Last year, helped by strikes 
at both TWA and American, United 
did better than usual, wound up the 
year with earnings of $3.88 per share 
best showing since 1952 
Since United is so far slightly ahead 
of its 1958 pace, some Wall Streeters 
are predicting that United will top 
its 1958 mark. Says Patterson him- 
self: “It depends on the fourth quar- 


ter as to last 


tends to 


its second 


whether we go 


ovel 
year or not.” 


The 


are 


“Perilous Sixties.” The airlines 
now swiftly and relent- 
lessly into the “Perilous Sixties,” a 
period which likely to be 
characterized by tooth-and-nail jet 
and turboprop rivalry, big debts, high 
interest 


moving 


seems 


heavy 
and uncertain earnings 


charges, depreciation 

What will the 

outcome be? 
United’s Pat 


very strong 


Patterson has 
opinions, and he is 
characteristically frank in airing them 
It is Patterson’s belief, for 
that the CAB, in attempting to 
strengthen the smaller trunklines, has 
awarded too 
routes. 


some 


example 


many new competitive 
Instead of strengthening these 
feels, the 
new routes simply load them with un- 


tenable 


smaller carriers, Patterson 


financial and equipment re- 
sponsibilities and create unnecessary 
expense for the bigger carriers as well 
He also complains that the stronge 
lines have been the primary targets 
Laments he: “If had 


success OI 


you have any 
reasonable degree of 
bility, 


competitions.” 


Ssta- 


you are penalized in route 

The outcome, as Patterson sees it, is 
an inevitable round of mergers. “Even 
if the continues strong,” 
predicts Patterson, “there will 
to be signs in late 1960, and definitely 
in 1961, that there are too many air- 
lines. I doubt that the CAB 


approve mergers right now gut what 


economy 


begin 


would 


is going to occur is going to hit then 
over the head so hard that they will 
begin to see the situation with a great 
deal of clarity.” 

Whether skepticism is 
fully justified, only time will tell. Still, 
it seems beyond question that some 


Patterson's 


rough fiscal weather lies ahead fo: 


the airlines, and it is almost equally 
beyond question that Pat Patterson's 
hard-headed caution has put United's 
corporate craft in exceptionally good 
whatever buf- 


condition to ride out 


feting may lie ahead 
1959 
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UTILITIES 


END OF A 
DROUGHT 


{fter 39 years of thirsting for 

a rate increase, Boston Edi- 

has had two in the last 
two years. 


son 


Dig- 
staid old 
utility, to the 
Utility Com- 

been a long 

Said the 
this argu- 


SAID President Thomas Gregory 
Boston Edison Co., 
1886 ) 

Massachusetts 


nan ol 
electric 

Public 
“It's 


boosts.” 


(since 


mission last year 
time between 


PUC, 


ment 


rate 
noting the truth of 
‘You're right!” 
Dignan a $2.3-million 
Boston Ed's first in 39 years 

Said Dignan to the PUC last 
April: “More! Our rate of return has 
dropped below 5 $5 As a 


and handed 


rate increase, 


result of 
these colloquies, Boston Ed’s 1.5 mil- 
lion customers will begin September 
1 to pay another increase in rates, de- 
signed to bring the company an extra 
$4.2 million a year, and to step up the 
return on its invested 
still-modest 5.7 

Laggard Lightmaker. For Boston Ed 
it was a long overdue shot in the arm 
for an 


capital to a 


account which has 
behind those of othe: 
During a decade in which the 
nation’s utilities have seen thei: 


income 
lagged sadly 
utilities 
reve- 
nues grow an and 
profits 130 


only 67 


average 117 
Boston Ed's have 
and 53°, respectively 


risen 
One 


big reason: its typical customer uses 


Edison Co. Traded NYSE 
pri 613,. Price range (1959) high, 66', 
Dividend 1958) Indicated 
1959 payout: $2.80. Earnings ! Z 1958 
$3.55. Total assets: $346.7 millio Ticker 


bol BSE 


Recent 


low 9 


only 2,342 kilowatt 
just 69.6°. of the average 

“Actually,” explains Vice President 
Thomas Galligan, “in three of the five 
zones we serve, Oul 


hours annually, 


national 


customers elec- 
average. But 
in Boston itself, which has about 50 

of ou 


tric usage exceeds the 


customers, usage is way below 


normal. That's because Boston has so 


many small, unmodernized residen- 


tial facilities which don’t encourage 
extensive electricity consumption.” 
Fiscal Footwork. The 5.7 return 
which the PUC proposes to allow Bos- 
ton Ed should, on a rate base of $290 
million, $16.5 
This would 
handsome $5.6 million 
1958. After pre- 
ferred dividend requirements, it could 
well produce earnings of $5.34 a share 
on present stock as 
1958's $3.55 
Before those 
trickle down to net 
will be 


produce net ol 
million in 1960 and afte: 
represent a 


some 


improvement 


ovel 


commor against 


extra millions can 


however, they 
diminished by anticipated 
diluted by a 
rights offering 
every ten shares) to stockholders. Yet 


even on the 


higher operating costs, 


simultaneous (one tor 
almost 3 million shares 
which will then be outstanding, earn 
$4.50 o1 
tainable in 1960 

Will it take 
ton Ed to get 
Says Thomas 
‘We view this 


continuing 


ings ot bette! should be at 


Bos 


another rate increase” 


40 years more for 
Galligan cautiously 
study of rates as a 
thing But we got 93 

asked for on this 
offset the 


of what we round, 
that 
ate increases in oul 


Furthe: 


followers of 


and should immedi- 


operating costs 
rate increase or not, Street 
alread, 


Boston 


utilities were 
talking about an 
Ed's $2.80 annual dividend, a 


in The Hub for the last ten 


increase in 


years 


BOSTON ED STEAM GENERATING PLANT: 


now generating pronts as 
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VON-FERROUS METALS 


ALL THIS & 
ALUMINUM, TOO 


Cerro de Pasco, long synony 
mous with copper, lead & 
zinc, is climbing firmly on 
the aluminum bandwagon. 





AS PRESIDENT of C 
Corp., 
nig likes to joke about we: 
hats. We aring the one hat 


oO 


tall, gangling Robs 


continued to run, ar 
high 


Cerro tl 


rich mines 
have made 
lead and zine produce 
the other hat, Kos 
hard in the 


fer : 
iCl ous 


othe! er 
metals bus 
fabricating companies t 


earnings less 


depet aet 


coaster coppe price 
Advance 


Kose nig 


yet to insure Cerro agai: 


in Aluminum 
took one of hi 
ies of the refined met: mark lr 
West Virginia he 


Cerro’s 


an annual 


t\ expand 
aluminum rol mill fron 
capacity f 25 million 
pounds of finished aluminum to 66 
million 
Over-all 


biggs st 


pounds (cost $10 million) 
the move will re mt the 
Pasco 


made in the ana thn 


investment ‘er 
has eve! . 
»b 
thar 


is only the beginning. Eventually, Bi 
Koenig plans to produce 
120 million pounds of fa a alu 
minun a yeal 

that am< 


anyw he re 


True 
Cerro 
Alcoa, Reynolds o1 
would help K.oenig Ket 
mining profits at 
consolidated net 
feels the expansior 
boost his fabricatir 


Even if 


capacity Say 


you run 
iar more profitabl 
plant 
Maverick in Metals 
bee! something ol 


metals trade 


three 
Wall 
coal shovels 
In 1939 
shire C 
there ( 


different 
Street iny 


color ©! 





SHAEF) until Ce 


as president in 1950 


rro brought hin 


Koenig soon made his influence felt 
Cerro 


huge de posits o! 


He could see no reason why 
should sit idly on 


This struck 


kind of protection, at best, against the 


cash him as a sterile 


feast-and-famine nature of the min- 
ing business and the inherent risks of 
having all its investments in a foreign 
better, thought Koenig 
to put the cash to work in the fabri 
cating side of the industry in the U.S 

So, in 1955 he bought Circle Wire & 
Cable, which makes copper rods, bars 
and cable. A yea 
Fairmont Alu- 
minum, whose plant he is now ex- 
Then Lewin-Mathes, 


which produces copper and brass tube, 


country. Fa) 


and insulated wire 
later Koenig bought 


panding came 
pipe and road, and Consolidated Cop- 
had no 
was heavy in fabricating and working 
capital ($24 million) 
Copper Glitter? But 
stepped more dee ply 


permines, which mines but 


even as he 
into the fabri- 
cator’s mill, Koenig was not forgetting 
mining. He was well aware that cop- 
per can still bring up golden profits 
half of 


proht margins nar- 


in its good years. In the first 
1959, for example 
fabricating 
Re- 
Cerro’s earnings before depletion 

to $1.24 a ‘But 
Koenig notes, “when cop- 


rowed sharply in Cerro's 


lines, but copper prices were up 
sult 
jumped 182 share 
last year,” 
mis¢ rable we did 
much better than we would have done 
years ago. Why? this 
time we had fabricating to fall back 


on.” 


per prices were 


a few Because 


So Koenig, with his eye on Cerro’s 
profit split, is still moving ahead in 
copper mining. In partnership with 
American Smelting & Refining, Phelps 
Dodge and Newmont Mining, Cerro is 


20 


leveloping a mine in Southern Peru 
will forth ar 
innual 130,000 tons of copper by next 
vear. Nor is Koenig worried about the 
higk 
sees I he mine 

total 
amount 
absorbed by the 


which start spewing 


adding to already 
copper. As he 
vill add only 3 to 4 
vorld 


mine nven- 


tories ol! 
supply ot copper, al 
that can be easily 
market in time 
What Koenig is bu 


neither purely a mining company no1 


purely a fabricating one. His aim, al- 


ready well on the way to realization, is 


to make Cerro de Pasco an all-round 
integrated 


Look 


well-balanced, non-fer- 
metals 
he, “Ill take any split I can 


get. But I'd like to know we will be 
getting profits wherever they are to 


rous operation Ssavs 


proht 


be made in the non-ferrous metals 


oO: > ” 
game 


CERRO’S KOENIG: 


made him wear two hats 


FINANCE COMPANIES 





*A 12% BUSINESS” 


Some businessmen regard 
them as villains, others as a 
friend in need. But whatever 
you may think of the factor- 
ing companies, you can't deny 
that they do right well for 
themselves. 


TuHeopor™e H. (““Tep”’) Srcpert, } 
of Standard Financial Corp 
ilate] 
presides over a luxurious suite 
above Manhattan’s 
Silbert likes to think of 


banker! 


mac groomed executive 
high 
Avenus 

self as a 
is Most bankers, 
Silbert the 


charges 


hices 


and 1n a se! 
howeve! 

env\ interest 
(average: roughly 
and the 
his equity (probably 12.6 
Silbert 


lends 


annum) return he ez 
this 
runs a finance company 
money at high rates of interest 
to manufacturers, jobbers, personal 


finance deale: 


similal 


companies, auto 


customers. In the parlance of 
Standard Financial is what 


factoring and fina 


finance, 
known as a 
company 
Hard Facts & Scarce Dollars Wher 
Silbert ours 


business is 


is bad,’ 
And 


ours is bette) 


business grins 
when 
Hard facts and scarce 
In bad times. bus 
to keep going. In 


good times, it needs capital to finance 


is good vo00d 
dollars make it so 


must borrow 


ness 


expansion or avoid tying up precious 


cash in and receivables 


At all 
stand ready to provide 
stiff 


inventories 


times, the finance 


companies 


the mone t 


a good, price 


Basically, a factor is to business 


loans what a finance com- 


Whereas 


the banks are often choosy and some 


personal 
pany is to consumer credit 


what hidebound in making loans the 


factors are often more open- 

being prime risks themselves. So ther: 
is nothing to stop factors from borrow- 
the bank 


and lending it out on loans that banks 


ing money at 442 trom 


ranging tron 


shun, at rates ¢ 
This agrees Silbe t 


ordinarily 
10 to 15 
“is a 12 
Kill or Cure? It was also a busines 
which 


business.” 


was doing a roaring trade in 
money last month. Over the fir 
of 1959, C.I.T. Financial, the 
all finance companies, boosted its net 
to $21.4 million. But 


money 


st half 
largest of 
¢ 
income by 10 
C.LT. is an 


lender 


across-the-board 
factoring is only a small part 
of its business. C.I.T.’s gain was pea- 
nuts compared with that of 
Talcott Inc., which increased 
by no less than 51 to $1.5 
And Silbert’s own company 
a 31 


Jame Ss 
profits 
million 
rang up 
increase, raising net to $510,083 
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What are the factoring 
and just what do they do to merit 12 
on their money” “They saved my life,” 
one grateful “They 
almost killed me,” groans anothe1 

If the truth lies somewhere in be- 
tween, it 


companies, 


Says executive 


undenied 
When a manu- 
fills an order, he generally 
faces a long wait for his payment 
Textile mills, in particular, always 
have been hard hit by seasonal financ- 
ing, which drained them of capital 

As a factor, the finance companies 
not only literally buy the orders 
(called accounts receivable), they col- 
lect the payment and make good any 
loss on bad debts as well. For this they 
charge a commission of 0.75°) to 2° 


& ¢ 


is because of the 
risks in the business 
facture 


and interest which amounts to 6% to 
7 

Such capital has been a lifesaver 
for many a fledgling or stricken com- 
pany credit standing is not 
good enough for the banks. (President 
Walter Heller of Heller & Co. himself 
advanced the money that enabled 
A.M. Sonnabend to liquidate Botany 
Mills’ $10-million inventory without 
dumping it on the market.) At 
the same however, 


whose 


time, the finance 
company’s men just about take ove! 
the borrowing company’s credit oper- 
To the borrower's benefit, they 


sometimes detect 


ations 
inefficiencies in the 
and have an 


borrower's operations 


intimate knowledge of the credit 
standing of his customers 

Fertile New Field. In vears 
such factors as Standard and Talcott 
have fattened thei: 


moving into an 


recent 
money lines by 


even more lucrative 


endeavor: commercial financing. Here 


the manufacturer collects his own 
debts and bears any loss on bad ones 


lends 
ivables at the 


The finance company, however, 


him money on his rece 


STANDARDS SILBERT: 


salvation at 12° 
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Total Earnings 
Assets” per shore 
mil est. 1959 


Heller (Walter 
E.) & Co 


Talcott 


$176.1 $2.56 

James 
Inc 

Stondard Financial 42.4 
Corp 

*Lotest balance sheet 





THE POWER OF THE DOLLAR 


With expanding businesses crying for working capital, factoring 
companies have been doing a roaring business in money. Below 
is @ quick run-down on a representative group of companies 
whose main business is factoring and commercial finance. 


Recent 
price 


33'2 


1449 41! 


Return on stock 
Book valve holders equity 
per shore* est. 1959 


Dividend 
est. 1959 


Yield 


$1.20 34 $15.69 16.39 
21.17 14.1 


5.22 12.6 








10", to 12 “The 
chology of this kind of business, 
plains Walter Heller, “is the 
ing loan.” The company which takes 


revolving effect 


rate basic psy- 
" ex- 


revolv- 


loan is, in 
capital 


finance 


down a 
renting working 

Not 
evel 
plum 
Says a 


every company, how- 
into this 
example, has not 


“We 


because 


has been biting 
Gan. oo 
top-ranking 
think it’s a 
the responsibility for the collection of 


juicy 


executive 
riskier business 
debts remains with the client, and you 


can't be so sure you'll get you 


money 
Whatever 


show s 


the risks, and the record 


they are slight, few financial 
corporations get as much mileage out 
of the lollar as the 


Normally. for every $1 a 


investor's fac- 
tors do 
raises through com- 
float another $1 in 
Then the finance com- 


anothe $3 


hnance company 
mon stock, it can 
debentures 
pany can borrow 
banks o an companies 
dolla i 1 ital Thu 
can pyramid $ 
each $1 of eq 
Even bette 


business keeps 


every 


than tl 


it dot . 


Recession Resistance 


lenders na lil anotn 


iillior 


amount major expense va 


the more than $3 tillion which 


vent 
into salar ies and bon ises 


Then there 
finance 


is Silbert’s point 
} 


companies ousiness 


even in bad times. Last year 
ample, when the recession hit U.S 


volume of receivable 
financing jumped from $11 billion t 
$11.9 billion. As one 


Who balks at 12 


business, the 


executive puts 
Ve py 


to stay al 


4UTO RENTING 


PURRING NICELY 


Herts Corp.'s Walter Jacobs 
had his fiscal engine purring 
nicely last month. This was 
especially pleasing after what 
happened in 1958. 





IN BUSINESS, as in sports, there is a 


special fascination about numbers 


especially round numbers. To many 


a businessman, breaking the $100 


million barrier in sales is as certain 
a mark of stature as a middle-distance 
runner's doing the mile in fou 
Thus it 


pride last 


min 
ynsider- 
Walter 
displayed the results of the 
first half of 1959 for his Hertz Corp 


biggest car rental outfit in the 


utes was with « 


able 


Jac obs 


month that 


Wwol ld 
Operating income for the first 
Jacob 


Since Hert 


nonths, reported topped 


niiiior 


HERTZ JACOBS: 


ws garages were overcrowded 





— SNAP-BACK — 


Last yeor, bod weather, the recession 
and a depressed used-car market left 
Hertz Corp. with more cars than it 
knew what to do with. Now all thot 
is behind it, and Hertz this year is get- 
ting vastly higher earnings with only 
a moderate expansion in its rental 


First hall of 'S9 over 58 


25 50 5 100 125 











Passenger Fleet Him 10% 
Operating inc. 


Net Profit 





always better than the first, Jacobs 
told his stockholders, Hertz Corp 
seemed a cinch to break through the 
$100-million mark for the first time in 
its 40-year history. 

Other Figures. That was quite a 
landmark. But on Wall Street, where 
round numbers are nice but profitable 
numbers the real 
portance of Jacobs’ report was found 
in other statistics. Hertz’ net earn- 
ings had jumped to $3.4 million ($1.04 
per nice, neat 108% im- 
provement over the $1.6 million (52c 
per share) it earned in the same 
period of 1958. Hertz was well on the 
way toward recovering all the ground 
it had lost in 1958. 

To Jacobs, the dramatic 
ment in earnings could be traced to 
“better vehicle utilization.” This was 
a rather stiff way of saying that his 
fleet, provides 
nearly half of his income and a little 
half his 
working harder. 


are nicer, im- 


share), a 


improve- 


passenger ca) which 


more than earnings, was 

Learning a Lesson. Last year it had 
been the which the 
trouble, slashing earnings by a brutal 
23°. from 1957's $1.92. Truck 
leasing, which contributes the other 
half of Hertz’ 
a long-term contract 
Hertz’ 
predictable, 
the 


cars caused all 


record 
income, is largely on 


this 


more 


basis So 


business, being 


badly 


part of 
was not hurt by 
recession 

Hertz’ cat rental 


business was concerned 


But so far as 
the recession 
We had too large 
a fleet [last year],” Jacobs candidly 
admitted 


was a brutal one 


Part of the blame could be put on 
the bad that prevailed in 
resort areas in the winter and early 
spring of 1958 


weathe) 


But part was also due 
to Jacobs’ failure to keep the size of 
his fleet in balance with demand. A\l- 


though the had 
already begun when Hertz was order- 
ing its 1958 models, Jacobs expanded 
his passenger fleet by nearly 20° (to 
20,500 cars) in the first six months 
alone. With cost-cutting companies 
limiting travel budgets, Hertz’ rental 
and leasing income suffered. A 
market 
Jacobs from selling excess cars to cut 


business recession 


de- 
pressed used-car prevented 
the drain on earnings 
Keeping the Brakes On. 
however, Jacobs 


This 


being 


yeal 
was more 
cautious. Despite the economy’s sharp 
recovery and despite generally favor- 
able weather earlier in the year, he 
expanded his passenger fleet by a 
modest 10° (to 22,700 cars). Jacobs 
conceded that this might result in his 
being unable to meet 
sudden peaks in demand from people 
who had failed to make advance res- 
ervations for his But, Jacobs 


said, “tighter fleet balance is neces- 


occasionally 


cars 


sary for the attainment of sound profit 
margins.” 

Or, to put it more simply: it rarely 
pays to push expansion at the cost of 
profits 


CHEMICALS 


NORTHWEST 
PASSAGE 


4 $150-million investment 
and ten years’ work north of 
the border have been slow to 
pay off for Celanese Corp. 
Vow it seems to have reached 
the critical turning point. 


A GOOD-HUMORED man, Harold Blancke 
president of Celanese Corp. of Amer- 
ica,” gets as big a chuckle as anyone 
out of one particular tale. It recalls his 
first trip, ago, into British 
Columbia, the first of many to size up 


a decade 


opportunities for cellulose production 
in the isolated around 
Prince Rupert. Stopping over in Van- 
couver, he found sophisticated busi- 


timberlands 


nessmen there as one in their aston- 


ishment. “Good Lord, man,” they told 
Who would 


that 


him, “you must be daft! 


want to do business way up in 
God-forsaken place 
A Long Wait. Blancke, for one, 


certainly did, and he translated 


most 
soon 
the opportunity he foresaw into 


Ove) 


poured a 


im- 


pressive action the ensuing ten 


years, Celanese thumping 


$150 million into three closely inte- 


grated Canadian projects. Yet if Cela- 

Celanese f Trade 
Recent pri 
l', yw 
ated 1959 
1958 $1 


i NYSE 
higt 


nese’s boss wanted visible proof that 
he knew what he was doing, it was a 
long time coming. In only one year, 
1956, did the Canadian venture show a 
profit, and a mighty slim 
that: a mere $41,369. 

But big-framed, soft-spoken Harold 
Blancke never gave up his high hopes 


one at 


for his Canadian venture, and finally 


this showing promise of 
paying off in a big way. In 1959’s first 
half, Celanese’s three Canadian 
sidiaries reported net profits of $2.4 
nearly a 10° return on thei: 
$25.7-million Even at that 
the newest of these ventures, Celga: 
Ltd., was still in the red with a $119,- 
000 loss. For Celanese itself, 
has an 80°, equity in these earnings, 
it worked out to 
share 

Actually Harold  Blancke 
spotted the long awaited turning point 


year it Is 
sub- 


million 


sales 


which 


26c pel 


common 
naa 


last year, when operating profits vir- 
tually overtook the large charges fo1 
depreciation and debt write-off which 
had sunk the 
ever since 1952. On operations in 1958 
the Canadian $6.6 
million. But depreciation totaled $6.7 
million, leaving a $104,000 loss 
Blancke could have shown a profit 
in the game if he had 
Instead, he 
his rate of depreciation to the limit 
Thus some $13.6 million more has al- 
ready 


ke SSCS 


ventures in net 


ventures earned 


much earliet 


so chosen stepped up 


been charged against net than 


could be written off for tax pur- 
This sum gives Blancke a re- 
to be applied against taxes on 
the higher earnings of the future 
Three-Way Play. Yet Blancke’s Ca- 


nadian ventures are still far 


poses. 


serve 


short of 
showing the profits that would fulfill 
This afte: 
taxes, have 
That 


his expectations. year, 


depreciation and they 


shown a 9.3% return on sales 


CANADIAN LUMBERJACKS: 
Blancke ‘ 


wasn 


FORBES, SEPTEMBE 





is a long way from the 30°, pretax 
profit margin Celanese’s boss con- 
siders his minimal objective. Yet one 
thing is sure: Celanese’s Canadian 
ventures are at last solidly in the black 
and paying their way 

In the ambitious game he is play- 
ing, Blancke holds three big cards 

® Columbia Cellulose Co. (assets 
$63.5 million), which produces cellu- 
lose from wood pulp at a 400-ton-a- 
day mill at Prince Rupert. Granted 
the first Forest Management License 
ever given to an outside interest, Co- 
lumbia Cellulose has perpetual cutting 
rights on 732,000 acres of virgin timbe: 
Chemical Co. (assets 
$76.7 million), a petrochemical pro- 
ducer which & gas 
Using a 


e Canadian 


feeds on the oil 
Alberta fields 

Celanese process to 
propane and butane, Canadian Chemi- 
cal turns out such low-cost basics as 


of nearby 


unique oxidize 


formaldehyde and acetic acid, up- 


grades them into a wide range of 


intermediates for use in paints, tex- 
From Columbia it 
also buys cellulose to be turned into 
acetate flake, filament yarn and Arnel, 
Celanese’s popular triacetate fibe: 


tiles and plastics 


e Celgar Ltd., now a subsidiary of 
Columbia Cellulose, whose chief asset 
is logging rights over 900,000 acres of 
Columbia Rive: 


construction is a 500-ton 


timberland on the 
Now 
mill at Castlegar, just 35 miles above 
the U.S 
pulp (probable end-use of the pulp 
kraft board) So 
Blancke about 
that he is now arranging $50 
million in financing to develop it, 
cautiously admits that the public may 
be invited to participate 
Laggard Dollars. Until 
three Canadian ventures 
controlled and operated by an 80°, - 
Celanese owned holding company, Ca- 
nadian Chemical and Cellulose, which 
in turn has held 68° to 100° of thei: 
stock. Blancke now plans to dissolve 
this holding spin off its 
shares in the operating companies 
This will still leave Celanese with a 
better than 80 in the Cana- 
dian venture’'s How 
then stockholders ex- 


under 


border, to process logs for 
enthusiastic is 


this tract’s potenti- 


alities 


now, these 


have been 


company, 


equity 

earnings soon 
can American 
pect those earnings to show up in the 
parent company’s net income and 
dividends? Blancke’s an- 
“All we'd be doing.” 
shuffling dollars 


around within the company and sub- 


their own 


we not soon 


he explains. “is 


ecting them to additional taxes in the 
rocess ” 

Another strong reason for keeping 
his Canadian subsidiaries at least 
independent: their ability 
to penetrate foreign markets closed to 
the U.S. by tariffs, trade agreements 
or simple prejudice. 


nominally 
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Underground Flow | ; 


On the surface, the six years of 
Celanese operations in Canada 
looked to be a dismal record of 
losses 


.. but things were not nearly so 
bod as they seemed. Cash was 
flowing into the company’s coffers 
at a satisfying rate but heavy 
bookkeeping charges for depreci 
ation kept the cash out of the profit 
column 








Profit or Loss (Mallaoms of Doliers-———-— 
0 7 








Thus it vears before the 
29,000 Celanese stockholders see tan- 
gible benefits from Harold Blancke’s 
But 


almost 


may be 


$150-million north woods play 
with Canadian growing 
$10 million a year and a 10 
profit margin 
stockholders’ 
Canadian 


sales 
post-tax 
virtually attained, 
equity in undistributed 

rise by 
lle a US 

Blanc ke 


“It's a whole new world 


earnings should 
nearly $1 million a year, or 
share. Of 


says lyrically 


Canada's future 


and we have a big part in it!’ 


WALL 


SUBSTITUTION 


STREET 





SAVVY 


4s the Federal Reserve tries 

to dry up old 50% margin 

accounts, The Street finds a 
way to keep them flowing. 

Some of the activity in the bond mar- 

kets last month looked a bit puzzling 

to say the most 


least Easily the 


sought after issues were corporate 


bonds within a year or so of maturity 
and selling at or close to pat General 
Motors Acceptance 3s, C.LT. Financial 
4s, Pennsylvania Railroad 4's, all 
1960. were volume 


last month GMAC 


alone accounted for close to 10 


maturing in 
On one day 


items 
ISSUé 

of the 
bond trading (total turnover: $3.9 mil- 
lion) on the New York Stock Exchangs 
Why? At first 


it might be easier just to put the mon- 


glance, it seemed 
ey In a savings account tor a year. 

But to canny Wall Streeters, there 
The 
latest move by 


Bank to 


was no puzzle It was simply 
Street's answer to the 


the Federal 


margin 


Reserve tighten 
requirements 

Between August and October of 
1958 the Fed had gradually 
requirement tor 
from 50 to 90 


raised the 


cash new purchases 
But from the 


standpoint of the central bank, there 


Was one annoying loophole: the regu 
lations could not be made 


Hence 


who 


retroactive 


tens of thousands of investors 


originally had 50 accounts 


were able to continue trading on the 


basis of the amount of credit they had 
regulations 


Fed 
loophole, 


under the old 
“One-Day Rule.” In June, the 
tried to that 


with a 


borrowed 
close down 
substitution 
debit bal 


investol 


new “one-day 


rule: to maintain his full 
whenever an sold se 
had to buy 
amount of another one the same day 
The odds, figured the Fed, were un 
that trade would be 
able to time their sales and pure hases 
that figured that 


would eliminate the old 


ance 


curities he an equivalent 


likely many 


exactly. It attrition 

gradually 

50 accounts 
The 


Same 


themselves felt the 
first, to the 


traders 
way at accompani- 


But 


wiles of 


ment of no little grousing they 


swiftly soothed by the 
brokers who care up 


This was the ty al 


were 
thei: 


answel 


with an 
counsel 
given to traders by the partner in one 

‘Sell 


wire house 
the cash on the 


vour stock and put 


Sarmne day into a short 


tern readily marketable 
bond. The 
commission is small—$1.2 a 
Whenever you're ready to buy 
listed stock ell the bond and 
a dolla 
thu preservi 


col porate 
and my 
$1.000 


fluctuation i 


bond 
othe 
buy shares the same day on 
to-dollar 
ng powe! 
Risk-Free. Anothe: 
admitted he was oivil imilat 
sel ft ( 
margir 
After all 
going to default.’ 
Since there 
amount of this technique being 
he added 
turnover supply of such bonds avail- 
able. Had his 


his advice? He 


basis, 


brok« 
coun 
istomers witl ong tanding 
There no risk 
GM no 


accounts 
neithe: Pennsy i 
figured to be a fairish 
used 
there should be a good 
listened to 
“Not only 
s too.” Such 


month 


customers 
grinned 
mine, but everybody els« 
last 


' 
seemingly strangé 


was the explanatior be- 
hind the 


in these 


activity 


soon-to-mature bond issues 





TEXTILES 


END OF A 40-YEAR FAMINE? 


For the long-ailing 
were not just seven 


textile 
lean 


there 


, 
ciose to 


industry. 


years but 


10. Yet the signs are growing that the famine 
may be finally—and perhaps decisively—over. 


Tuis is the turning said Don- 
ald Bender Tansill, chairman of cotton- 
veaving M. Lowenstein & Sons. “Call 
it an historic turning point 

Tansill’s month 
echoed up and down Worth Street. It 
vas hardly the first time that textile 
had 


up their 


wnt 
point, 


vords last were 


vords to 


this 


men tried brave keep 


courage But time the 


voices of optimism had a solid ring 


of truth and a remarkable chorus o 
unanimity 
Said Jame 
of Burlington 
tile manufacture 


million) The 


entered a period of 


Spence! Love 


Industries 


preside nt 
biggest tex 
$483.6 


industry has 


(total assets 
textile 
ecovery from the 
depressed years Chimed in Herman 
E. Goodman, vice president of Textron 
Inc Textiles used to be a dirty name 
Now they smell like a Added 
John E. Reeves, Reeves 
Bros, Inc The » f a 


every yard of goods we can make.” 


POs 
pre sident of 


ce mand Lol 


Contraction Amidst Expansion. It did 
all sound remarkably like an histori 
A turn- 
ing point, in fact, from almost 40 years 
of decline. In a 12 
1946, while the U.S 
expanded from 141 million to 174 mil 
lion, U.S 
including the growing synthetics, ac- 
They 


6.5 billion pounds of fiber 


turning point on Textile Row 
yeal period since 


total populatior 
consumption ol all textiles 


tually declined dropped from 


to 6 billion 


FIGHTING TRIM? — 


For two generations, while the U.S 
economy was undergoing tremen 
dous growth, the nation’s over-built 
textile industry showed a dyna 
mism of its own 





in reverse. While 
the nation’s population has nearly 
doubled in the past forty years, the 
number of textile spindles in oper- 
ation declined drastically 

Textile Spindles (Millions 

40 


1929 











In 1947, 
iding high on 


ld War II, 


wher the 


During 
a opped trory 
J.P. Stevens 


that 


a the indust 
~OOTTIE thin : 
perous Twenties 
depressed Thirtie 
under a cloud 
Certainly the shi 
first-half 


in this disn 


results 
change 
of the 
harply in 

ol all, prices we 
Noted 


olume is 


higher 

Unit \ 
cotton 
12 to 15 and 


have 


prices on 


gone up even 


But why were textilemen so ce! 


that this marked a real tu point 

They were certain because many were 
& demand had 
into pote ntial 
Burlington's Love 


1 } 
SO closely In 


convinced that sup] ly 
finally 

Boasted 
other 


ance in relation to present 


come balance 
Few 
industries are bal- 
ind poten 
tial supply and demand ; ‘tiles are 
now 
As Love well had beet 
out of whack fo a ion me The 


trouble was that the industry had ex 
vell 
during World 


followed by a steady att 


panded in the past not wisely but 
The first big spurt came 
War I 


and a 


tion 


generally depressed industry 
until the second big wai Started and 
and looms worked at 
But in the late Forties, be- 


Wal de m 


the spindles 
capacity 
tween the ands and the post- 
anothe 
set off 


industry 


war boom, wave of 


expan- 


sion was Between 1946 and 


1952 the 


new plant and equipment can 


expend! 


most $3 billion—even greater than 


the total capital assets of the industry 
in 1945 

Result ever since the 
1953, 


ground ever fine 


nmorean wal 


ended in textile profits were 
between excess ca- 
pacity and a steadily declining civilian 
consumption of all textiles, from 40.4 
pounds per capita in 1950 to a mere 


31.3 pounds in 1958 





A TURNING POINT——— 


Whether or not it's historic, there's 
no question that the top textile 
companies are weaving a more 
profitable pattern these days. Most 
of them are already ahead of 
relatively good 1957. 


ngton Ind 

P Stevens 
American Viscose 

elanese 
Lowenstein 
United Merch 
Don River Mills 
Cone Mills 


Beounit Mill 











Slow Cure. The 
But 
than the 

hard 
Slowly 


Was wrong 
harde1 


is a 


Sin to wl 
, however, the 
and wrote off its 
Since 1920 the 


dles has 


(see chart). Between 


numbe 
been just 
alone, the number of 
woven woolens has drop} 
37.400 to 17.300 


Last month, with the 


Irom 


the benefits were begin: 
vious even to the doubte 
key textileman Today \ 
the machinery we've got | 
shifts and make a profit o1 
and spindle, without car 
weight of inactive 
In fact, the 


was really brimming. Af 


ones 
textile 
vears of decline, even 

finally growing again. Pa 

due to a changing stvle trend 
good ten years,” says one textil 
president, “the swing to 


Casual 


and sloppy dressing hurt us. No 
people are starting to dress up agair 
that 


that’s one of the 


how I love word elegance al 
reasons people 
swinging more of the money they 
putting into cars and appliances 
into clothes.’ 


Even 


bulge 


more important, the 


popul 


tion was finally going to 


fabric makers. Said one textile an: 


lyst ‘The big baby boom started in 
1945 or 1946. It’s those 
now are coming into the 14- 
vear class. That 14-to-25-vea 


is the best customer we 


kids who right 
and 15 
bracket 
have 
for clothes, but for hosiery 
you name it.” 

Slow on Expansion It looked, in 
short, as though the pickup was per- 
manent. Nor would excess capacity be 
likely this time to smother prosperity 
in a flood of cheap goods. Significantly 
no textilemen were talking expansion 
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OHIO OIL ADDS A NEW SUBSIDIARY 


The Aurora Gasoline Company has achieved a notable record of growth and 
progress as Michigan’s largest independent refiner and marketer. The Ohio 
Oil Company now looks forward to further advances by Aurora. Its refining 
capacity and its “Speedway” marketing operations make it a natural comple- 
ment to Ohio Oil’s crude oil production, transportation, refining, and marketing 
of “Marathon” petroleum products. 


The exchange of stock by which Aurora becomes a subsidiary of Ohio Oil 
is effective in August; therefore it is not reflected in Ohio Oil’s operations for 
the first six months of 1959 which are summarized below. 


THE OHIO OIL COMPANY AND SUBSIDIARIES 


STATEMENT OF CONSOLIDATED INCOME SIX MONTHS ENDED JUNE 30 


1959 1958 
Net Sales and Other Income . . ..... . « « « « $143,989,826 $133,405,631 
Cost of Sales and Expenses (Exclusive of charges set forth below) . 108,671,023 103,010,517 
Depletion, Depreciation and Amortization . . . . . . . «. « ~~ 12,702,995 12,255,913 
Provision for Federal Income Tax . . . ... . i: ee tae 4,059,363 ___ 3,052,227 


NET INCOME FOR THE PERIOD. _ iq _ . . $18,556,445 $15,086,974 





Net Income Per Share Common Stock. . . . . . .....$ 1.41 $ 1.15 

Shares of Common Stock Outstanding . . . . . 1. ww es 13,126,753 13,126,753 

Cash Dividends Paid — Per Shore . . . . . . 1. ww e+ « eo $ .80 $ 80 

Net Crude Oil and Natural Gas Liquids Produced — Barrels . . . 20,082,000 17,252,000 

Crude Oil Processed at Refinery — Barrels . . . . . «ws 8,105,000 7,172,000 
Subject to adjustment by independent public accountants upon completion of year-end audit 


ve Board of Directors declared a dividend of 40 ce 








VAR AL TON 


THE OHIO OIL COMPANY, Findlay, Ohio - Producers, Transporters, Refiners, Marketers of MARATHON Petroleum Products 
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Afte1 
textile 


for the industry conversations 
with the 
clear answer was “expansion is out.” 


dozens of officials, 
Some replacement of existing machin- 
ery with equipment, 
yes. But real expansion? No 


more modern 

As Lowenstein’s Tansill says deli- 
cately: “This industry is in better 
shape, war years excepted, than ever 
before in its history. I attribute the 
spindles and a 


situation to ltewer 


determination not to overproduce 
Seabury Stanton of New Eng- 
land’s Berkshire Hathaway is blunter 

“The the 
happy results of overproduction. It 
would be the 
any facilities 
mand clearly warrants it.” 


again.” 


industry is aware of un- 


unwise for industry 


to add more until de- 

The president of a third company is 
blunter still: “As long as we can keep 
capacity a little behind potential sales, 
We can run 
the 
And we can make 


profits, real profits, instead of strain- 


we can keep prices firm 


every machine to get most eco- 


nomic use out of it. 


ing just to break even.” 
Is It Real? Real turning 
notoriously hard to spot 


points are 
except afte 
the fact. But there were plenty of signs 
last month that one was at hand for 
textiles: rising profits, firmer prices 
absence of capacity. 
The situation bore many of the ear- 


and an excess 
marks of a very decisive and long- 
overdue change in the fortunes of a 
depressed industry 


RAILROADS 


SPREADING 
RIPPLES 


What will the steel strike do 
to the nation’s railroads? It 
all depends on which railroad 
and how long the strike lasts. 


‘Tuts steel strike,” grimly proclaimed 
Finance Vice David C 
Bevan of the Pennsylvania Railroad, 
strike 


President 


“is worse for us than a direct 


of our own would have been.’ 
Bevan's 


able. The 


gest rail carrier, 


Rkrimness was unde} stand- 


Pennsy, the country's big- 
with all its routes in 
Northeast, 
is vitally dependent on steel for its 
Ore, 
steel and other mill products normally 
total 


the heavily industrialized 


own health coal, semi-finished 


account for a solid 30 of its 
freight loadings 
When the 


did lay off some 7,600 workers 


Pennsy 
But the 


mills went out 


cuts were far short of compensating 


The road still 


almost normal 


for the loss of revenue 
maintain an 

the 
even with drastically 


must 


schedule for rest of its business 


reduced volume 


26 


FIBER “DRAWING” PROCESS: 


in balance at last? 


“If we 
anothe 


struck 


official, “we 


were directly,” said 
could close down 
But as it 
is we have to keep the store going, 
even if we don't 
tomers to pay 


and cut costs to a minimum 


have enough cus- 
the overhead.” 

As a result, even in July with only 
two weeks affected by the closedown 
of the mills, Pennsy’s earnings tum- 
bled to a deficit of nearly $1 million, 
vs. June's $4.1 million net 

Less Damage Elsewhere. Aside from 
Pennsy, and its big direct competitor 
the New York Central, however, most 
of the 
riding 
shape. 


nation’s roads seemed to be 
out the strike in good 
For instance, Robert Macfar- 
lane, president of the grain and lum- 
ber hauling Northern Pacific reports 
with complete equanimity: “We've 
hardly felt the strike at all so far. In 
fact, our carloadings for the first week 
of August were almost identical with 
last year. We won't be affected until 
shipments of 


steel 


manufactured goods 


VP’S MACFARLANE: 


’ ] } 
the tonger the 


PENNSY’S BEVAN: 


distance 


from the East drop off for lack of 
steel.” 

Generally, as far as the roads were 
how hard the ripples of 
the strike would hit depended on how 
far, geographically they sat from the 
centers of disturbance. Union Pacific, 
which picks up some steel business 
originating from the Chicago area to 
the West Coast, but has only 10°. of 
its normal volume directly 


concerned, 


related to 
the steel industry, has been hit rela- 
tively lightly. Says an aide to Presi- 
dent Arthur E. Stoddard, “We lost 
about 5% of ow 
in July because of the strike, perhaps 
10% in August. Only if the strike 
well Septembe: 
pect a sharper reduction.” 
Closer in, the highly efficient ““Poca- 
hontas” roads—Chesapeake & Ohio 
Norfolk & Western—have 
faste All 
big haulage of coal and 
The C&O'’s July rev- 
enues, at $25.4 million, were the lowest 
July since 1954. In the first 
ten days of August, the Norfolk & 
Western watched car loadings 
30°., and H. M. Redman, vice 


dent, estimates the road’s volume 


— 
volume 


anticipated 


goes into dao we ex- 


Virginian 
felt it 
involved in 


much deeply 


are 
ore for the mills 
for any 


drop 
presli- 
will 
continue running off that much until 
the strike ends 

Whistling in the Dark? Perhaps they 
are whistling in the dark, but belief 
in an September end to the 
strike is a recurrent refrain among the 
railmen. And them 
admit they would prefer not to con- 
template any other possibility 

If the strike does end by Labor Day 
however, they are highly 
Even Pennsy’s Bevan thinks the final 
could recoup the third 
quarter blows. Says he: “The traffic 
has merely been postponed, not lost.’ 
But then he adds wonderingly, “If it 
all comes back, on top of the regula: 
traffic, will the 
handle it? 


early 
nation’s most of 
optimistic 


quarte! 


heavy fourth-quarte: 


railroads ever be able to 


UP’S STODDARD 


the less the damage 
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This story is right under your nose 


This is the story of cigarette paper. Though you'd 


never notice it, the two sides of this paper are 
different in texture. 

When your cigarette burns, this difference 
causes the paper to curl in slightly toward the 
tobacco. This crimping action helps hold the 
tobacco in place, keeps the paper itself from 
flaking off. 

The American Tobacco Company's Depart 
ment of Research and Development had a sub 
stantial part in the improvement and perfection 


of this special, pure-flax fiber paper. Today, it is 
used on all our cigarettes. But our scientists 
Now their job is to 
guard the quality of all the paper we use. So 


haven't lost interest in it 


daily tests are carried out for uniformity, white 
ness, porosity, burning rate and freedom from 
flaws 

The story of cigarette paper is one episode in 
American Tobacco’s long history of experience 
with tobacco. It’s another illustration of the care 
we take to make cigarettes of matchless quality. 
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RESEARCH 
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This, foo, is Texas Eastern 


The system that 
keeps on growing... 
year after year 


In 12 years, Texas Eastern’s pipeline 
system has grown from 3182 miles to 
approximately 8000 miles... and from 
one system to two— one delivering 
natural gas and the other petroleum 


S 


products. 


The natural gas transmission system, alone, 
includes over 6100 miles of pipe, spans 
15 states between Mexico and New 
York and delivers more than 600 bil- 
lion cubic feet of gas a year for use in 
countless homes and industries...with 
the number constantly increasing. 


Our second pipeline unit, the Little Big 
Inch Division, includes over 1800 miles 
of pipe, and is, today, one of the 
nation’s largest and most important 
petroleum products transportation 
facilities. The Little Big Inch system 
serves as a vital link between refineries 
of the Gulf Coast and Mid-Continent 
areas and the vast markets of the 
Midwest — transporting the full range 
of clean petroleum products: gaso- 
lines... jet and diesel fuels... heat- 
ing oils... and — of ever-increasing 
importance — liquefied petroleum 
gases (propanes and butanes). 

Truly, ours is a growing pipeline sys- 
tem — growing in length... in volume 
and variety of services ... and in value 
to the nation as a versatile transporter 
of natural gas and petroleum products. 


TEXAS EASTERN 
TRANSMISSION CORPORATION 


PRODUCERS « PROCESSORS + TRANSPORTERS 
Natural Gas « Crude Oil ¢ Petroleum Products 


TEXAS EASTERN 
PIPELINE SYSTEMS 


DRUGS 


THE MAN BEHIND 
THE PLOUGH 


It's one thing to buy a com- 
pany, another to make it pay. 
Having bought 11 companies 
in the last three years, Plough 
Inc.'s Abe Plough is a modern 
medicine man who has the 
formula down pat. 


Ase PLouGu, the diminutive, dynamic 
‘medicine man” behind Memphis’ pill- 
peddling (St. Joseph Aspirin) Plough 
Inc.,* makes it a rigid rule not only to 
plough deep and straight, but to reap 
every bit as well as he sows. For the 
past three years Planter Plough has 
been busily cultivating ever new 


lurrows tor the company that pro- 
duces a whole pharmacy full of pro- 
prietary drug and household items 


and operates a chain of drug 


stores 
and radio stations on the side. Since 
1956, in fact, « xpansion-minded Plough 
has brought no fewer than 11 diffe: 
ent companies into the corporate fold 
Last month Abe the loughman was 
ready to reveal some 
crop 

Anticipating his 
earnings and sales Ploug! 
to reap $2.6 million in profits this 
($2.10 a share) on sales of 
$35 million.’ If so and the 
months of the year ai always 


be st” Plough will even better ast 


year's recession-scorning record of $2.3 
million in earnings ($1.88 a share) on 
$31.5 million in sales The seed of 
f 


Plough’'s progress about 25 of vol- 


ume and 35 ot proht are directly at- 
tributable to the 11 companies it has 
bought since 1956 

Buying Power. With most of US 
industry in a buying mood, it is no 
trick at all these days tor one company 
another. But as Plough 
puts it They make purchases and 
all they get is volume. We get earn- 
Though Plough has 
had to pay for four of those acquisi- 
tions (Coppertone, Musterole, Zemo, 
Dr. Edwards’ Olive Tablets) with 


some 325,000 shares of its own stock 


to acquire 


ings per share!” 


than cash, per share 
1956 have blossomed by 
while total net income 
have grown taste 
vet so diligently has Plough 
vated its new furrows that last 
it turned up a 21.8% return on 
vested capital vs. only 12.6 in 1955 


One reason for Plough s getting the 


ided NYSE. Rece 
1): high, 4 
I 


’ 


best of the bargain is Abe Plough 
himself, as shrewd a horse trader as 
U.S. industry has ever known. His 
recent purchase of Newark 
Paas Dye Co 


egg dyes, is a shining exar 


a big make 


Plough strategy 
Since the Easter egg dve business is 

stri tly seasonal Plough closed ip the 

Newark plant moved the whole co: 

porate hatchery to his own spraw!] 

Memphis plant. He will 

the dye line to sample cases 

100 salesmen who 

“1,000 calls a day” 


ers, pharmacists and supe 


together 


on jobbe 


Even with his radio stations 
man Plough does not miss a pl 
station break time, each statior 
letters are dutifully followed by 
Plough, Inc. station.” 

The Green Pastures No 
Abe puts it, “the othe 
greener than the ones we 
fact is that all Plough 
kindred 
Plough word) to its regu 


nust be in lines 


drugs and nostrums 
cated,” Plough points out 
the products we know 
He is also dedicated to the 
deal There was enough < 
ll companies we bought a 
with a wink to pay 
them. We not only kno 
companies of a kindre 
we also know what to do with ‘en 
when we get ‘em.’ 
Even though the 
Plo igh has made ‘ 
asa corporate builde: 
ally comes a time when son 
him how much he want 
coming Plough, Inc. To v 
cine Man Plough 
Hell were not sé 
ing!’ 











PLOUGH’S PLOUGH: 


from new jur ows, a TK h 








ANOTHER WAY RCA 
SERVES INDUSTRY 
THROUGH 
ELECTRONICS 








RCA Electronics introduces the tube of tomorrow 


Called the Nuvistor, this thimble-size electron tube velopmental models now being tried out by de- 
signers will have a profound effect on the size, 


is likely to start a revolution in electronics. RCA 
engineers scrapped old ideas—took a fresh look at appearance, and performance of electronic equip- 
ment for entertainment, communications, defense, 
and industry in the future. It is another example of 


the way RCA is constantly advancing in electronics. 


tube design. The result will be tubes that are far 
smaller, perform more efficiently, use less power, 


can take more punishment, are more reliable. De- 


RADIO CORPORATION OF AMERICA 








RETAILING 


COUNTRY BOY 


G. C. Murphy's small-town lo- 
cations may be out of sight 
of Wall Street slickers—but 
not out of mind these days. 


As a self-proclaimed “country boy,” 
Mack will take the 
small town over the big city any time 


James Stephen 


Born in the Pennsylvania steel and 
coal town of McKeesport (pop.53,000), 
he has never strayed for the past 45 
Since he was 12 years old, he 
worked for McKeesport-based 
Murphy Co.,* the 


variety chain, 


years 
has 

ee 
fourth 


country's 
largest became 
its president six years ago 

True to inclination, Jim 
made small 
has G. C. Murphy, which operates 414 
stores in 21 last 
“208.9 million. In Illinois you find 
them in Anna (pop. 4,300) and Flora 
(pop. 5,200) but not in Chicago. In 
Michigan, the Murphy sign stands out 
in Alpena (13,000) and Three Rivers 
(6,800) but not Detroit. In New York, 
Murphy stores do business in Fre- 
donia (7,000) and Le Roy (4,800) but 
not in New York City 

Parallel Roads. Perhaps for 
Murphy’s Main Street 
never really reached a juncture with 
Wall Street. Snaps Mack 
[there] to make speeches.” The Can- 
the compliment with 
apathy. Investors who willingly priced 
Woolworth’s stock at 15 
earnings have rated Murphy's at just 


has 


Mack 
towns his business. So 


states, year grossed 


that 
reason, has 


“I never go 


yon returned 


rival times 
ten times earnings for over a decade 
Out of sight, perhaps, out of mind 
Just recently, however, even G. C 
Murphy's geographical obscurity has 
not prevented it from catching Wall 
Fo 
the whole 
First-half 
ample, were up a solid 16.4 


Street's eye the chain seems to 


be pacing variety store 


business sales, for ex- 
, against 
only 4.7 for front-running Wool- 


Kresge. And, once 


under scrutiny, Murphy's back coun- 


worth, 7.6 to} 


try ways have proved to have othe: 
Though it op- 


ities 


attractive dimensions 


erates in s! towns and 
Murphy's average annual volume pt 

eyeopene! $650,000 
Woolworth. $545.- 
which do a 
metropolitar areas 
} 


past decade 


store is an 
against $400.000 for 
000 for Kresge 
big business in 
Moreover, ov the 
Murphy's ope ng proht mat 

raged 


both of 


10.7 against 8.5 for the 


MURPHY’S MACK: 
catching Wall Street’s eye 


Wisdom? Does 
have some special homely 


Murphy 


brand of 


Homely 


merchandising wisdom to account for 
Mack 


same 


> 


Laughs 
sell the 
the same products, have the 
the The 
organization.” 

fact, the Murphy or- 
that different from 
competitors But its 
out of 


its success’ People 


say we merchandise 
display 
same storefronts as others 
real difference is ou 

In point of 
ganization isn’t 
that of its 
philosophy of staying heavy 
population concentrations is different 

and pays off in a number of ways 

The simple population statistics of 
Murphy 


somewhat 


are, ofl 

Each 
also draws on substantial surrounding 
Says Mack: “We al- 
to have the large store in 
And the 


across-the-street 


locations course 


misleading store 
trading areas 
Ways try 
the community.” 
lack of 


petition often helps him hold a firme: 


relative 
direct com- 
pi ice line 
Moreove! 
identify 


Murphy 


themselves as 


stores try to 
community 
than as 
Indifferent 
industry 


stores, rathe: parts of a na- 
to the trend 
Mack 
dirty 


manned, o1 


tional chain 


in the rest of his 
characterizes self-service as “a 


His 
girled, by 


word stores are 


local who know 


people 


VURPHY SUBURBAN STORE 


} 


their neighbor-customers, are willing 
to take a 60-day 


tore 


course be 
counte! A 


proportion ol 


training 
they go behind a 
surprisingly large 
Murphy 
tor more than 15 years 

Barrelhead Merchant 
in any 


employees have been there 
Nor S Mac K 
his competitors 
sales In relatively 
Murphy 


use credit as a competitive 


hurry to follow 
redit 


locations is G. C 


into ¢ few 


And 
Murphy does s Sol ppli 


though 
and home-f 
(Boasts Mack Wi 
chain to 


to Sl. ). the 


ance 
Variety exter! 
vast bulk 
is still in the 
Handling costs 


chandise 


ange could eat up all the profits 
We're a variety insists Mack 
that 


store 
and were going to 
not try to become a juni 
store like Kress or Grant 
That's not going to stop him fron 
growing, Mack argues. This vear he 
picked up anothe mall chain 
Morgan & Lindsey, w 1 ope 
ba ‘ in ough 
issippi and A) 


1957 he 


ites on 
town 
Mis 


ition 


small 


, 
a_ similar 
Texas, Louisiana 


kansas In adk Since has 


opened 15 new stores of his own, and 
plans a lot more 
Mountain to Mahomet. So, last month 
though Jim Mack sstill 
to Wall Street, he was delighted to 
find the analysts knocking on his M« 
Keesport door. And for a 


disdain of the 


wouldnt go 


man who 


professes Canyon’'s 
opinion, Mack sounded very aware of 
The Street's 
Chortled he 


new awareness of him 
This year we're one 
of the ten most recommended stocks 
Recently, Murphy stock has 
quoted at 14 passing 
Grant's ratio 


Woolworth s 


gut one thing 


bee n 
times earnings 


and climbing closer to 
Macl nade clea he 
is pleased that Wall Street's city slick 
ers now like his count 
For hin 
his country 


ope ratiolr 
11 1 


self. he still means to stick t 


custome! 


























convertibility; it did mean, however, that the bonds were selling at least fairly close to their value as 
promises-to-pay. Here are some of the larger convertible bond issues selling close to face value. 


Amount 
Outstanding 
(millions) 


$15.0 


6.95 


30.5 


34.3 


18.0 


*Shares to maturity unless stated otherwise 


Current 
Yield 


Recent 


issue Price 


Abitibi Power & Paper 102% 4.40% 
Series A. 4V2s, 9/15/66t 
104! 5.26 


American Petrofina 
5Vas, 1/1/73 
Boeing Airplane 95! 
4s, 7/1/80 

Canadian Pecific Ry 911 
4s, 12/169 

Carrier Corp 97 
4Ves, 2/1/82 


4.71 


4.38 


Celotex Corp 
4es, 5/1/76 
Cerro de Pasco 
5s, 1/1 79 
Chance Vought Aircraft 
5\4s, 7'1 77 
Cuneo Press 
5s, 12/1/78 
Douglas Aircraft 
4s, 2/1/77 


Dresser Industries 


4Ves, 3/1/77 
Fairbanks, Morse 

534s, 6/1/72 
Ferro Corp 

35es, 7/1/75 
Food Fair Stores 

4s, 4/1/79 


Garrett Corp 
4%es, 9/15°78 


W.R. Grace 
34s, 5 


International 


15/75 
Minerals & 
3.65s, 7/1/77 
M. Lowenstein & Sons 
4¥es, 2/1/81) 
J. Ray McDermott 
5s, 8/1/72 
Merritt-Chapman & Scott 
4\¥es, 7/1/75 


Chemical 


Mueller Brass 
35es, 6/1/75 


Potomac Electric P er 


Ry 


Smith-Corona Marchant 


5\as, 1/1 79 


Texas Industrie 
4.60s, 6 1 75 
Textron America 
5s, 1/1/71 
U.S. Industries 
52s, 121/71 
Vanadium Corp. of America 
44s, 9/1/76 


Interest and prin 





CONVERTIBLES CLOSE TO PAR 


The more than 50%, advance in the stock market since late 1957 has sent the prices of many convertible 
bonds skyhigh. So high, in fact, that their prices no longer bear any relation at all to their value as 
bonds; they are hardly different from a direct commitment in the stock into which they are convertible. 
But there were last month still a handful of convertible bonds selling at, or close to, face value. That 


did not necessarily mean that the buyer —— avoided paying a premium for the privilege of 


cipal payable onl 





Conversion Terms* Call Price 


103 ¥2 to 9 
to 9 


2.2 shares to 9/15/60; 
various prices thereafter 103 
8 class A shores to 1/1/63; 110 
various prices thereafter 

105 


2 shares to maturity 


3 shares to 6/1/60 102 2 to 


1.62 shares to 2/1/67 104.95 to 


2.16 104 2 to 


1.82 shares to 12/31/68 After 12 
at 105 to 
2.5 shares to 7/1/67 104.65 to 


6.25 shares 105 to 


shares 


1.08 


1.8 shares to 3/1/67 104 ‘8 to 


2 shares to 6/1/62 104.75 to 
vorious prices thereafter 
2.69 shares 102 


2.38 shores to 4/1/69 104 


2.17 shares to 9 


15/68 


19 shares to 5/14/65 

various prices thereafter 

1.82 shores to 12/31/62 

1.67 shares to 12/31/67 

3.49 shares for first $13,334,000 
various prices thereafter to 2/1/66 


1.60 shares to 8/1/67 








3.86 shares to 7/1/60 


3.54 shares thereafter 


first $1.5 mill 
ces thereafter to 61 65 


7.29 shores for 

various pr 

4.01 shares to 12/31/59 

various prices thereafte 

6.10 shares 10414 
103 7 

1.90 shar 103 


n Canadian Funds 


1959 
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. CORP.. 


Fort Erie, Ont 


. While you work! 


Guaranteed to hel ip you feel alert and to 


é lleve everyday tension and fatigue 


just 20 min 


ta 
Les 


CYCLO-MASSAGE ! 


ESK YOU WORK 
V onderf 
nd rh 


WHILE 


ALIFIED GUARANTEE! 
If m ter ind fati, 


CYCLO 


ge chai 


UNQI 


your 
chair or iour 
in just 
efund the pure! 


20 mi! 


LEARN MORE 
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MINUTE TEST 


BOOKLET TEL L s 2 &§ 


; 
test can mean to ‘ 
' » 


ell-being daily 


ABOUT 


FREE 


hat th t 


Niagara Therapy Mfg. Cort 
Y le a 
ease send me your important free t klet 


Name 

Address 

City 
Adamsville, Pa. 


iagara Therapy Mfg. Corp 





HOUSING 


PREFABRICATED 
DREAM 


National Homes pulled off its 
industry's biggest deal ever 
last month. But to ambitious 
Jim Price, it was only a small 
part of a very big plan. 
James Rosert Price, decisive 
(48) chairman of Lafayette 
National 
spoken, 


young 
Ind.’s 
Homes Corp.” is a_ blunt- 
hard-driving executive. He 
Some day 


is also a dreamet says he, 


his 19-year-old company—long the 
leading maker of prefabricated houses 
produce __ the 


single-family 


will majority of 
kinds in 


the country. His dream is big. But 


homes of all 


aspiring Price moved closer to making 
last month by closing the 
made in the fast- 
growing prefab housing industry 

National 
merged competitor Knox 
Corp. of Thomson, Ga. with which it 
American Homes, Inc.—and 
bought five others outright. The pur- 
chases: Thyer Manufacturing Co., W 
G. Best Factory-Built Homes, Inc., 
Lester Bros., Inc., Fairhill, Inc., and 


it come true 


biggest deal ever 
dramatic 


In one Swoop, 


with one 


also got 


*National Homes Corp. Traded over-the- 
counter Recent og 24',. Price range 
(1959) : high, 25'2; low, 1814. Dividend (1958) 
none. Indicated 1959 payout: none. Earnings 
per share (1958) 93« Total assets s44 
nillion 


PREFABRICATED 
GROWTH 


Overall sales of genuinely prefabri 
cated houses have been growing rather 
slowly in recent years. But this year, 
with a series of swift mergers, ambi- 
tious National Homes expects to zoom 
ahead by greatly increasing its share 
of the market 


Unit Sales (Thousands ® 


t————— $B |ogte 


se 
\ 


. a 


7 Prefab Market* 


[ q 
aie 

| zi 
Es 


_National’s Share’ _| ; 


: a eo 8 


1954 1958 








*Source: Dept. of lil Source am... “ta 





4 NATIONAL PREFAB GOING UP: 


will they one day build homes for half a 


Western Pacific Homes, Inc. For all 
six, National paid $479,000 (to Thyer) 
738,523 shares of Class A 
making a total of $17 million 
This expansion, Price figures, means 
that National will produce about 
45,000 homes this year compared with 
23,826 in 1958. Annual will 
double $55.1 
an estimated $100 million 
quently, National will make about 
70°, of the 64,000 prefabs the Depart- 
will be 


and com- 


mon, 


sales 


nearly from million to 


Conse- 


ment of Commerce 
sold 
gives the Indiana firm an outlet into 
West Coast cities for the first 
No More Mergers. “Now,” 
Price, “we can ship into every majo! 
market east of the Rockies. And with 
Western Pacific’s Decoto, Calif. plant 
we can deliver economically to any- 
within 300 miles of San Fran- 
With this big swallow to di- 
Price: “From now on out 
from within.” 
National has 
growth pains in the 
From 1954 to 1958 its 
sales inched up from $50.9 mil- 
$55.1 National's 
again in early 


expects 
this vear. Significantly, too, it 
time 


declares 


where 
cisco * 
gest, said 
growth will come 


As well as 


suffered 


growth, 
some 
past few vears 
dollar 
lion to only million 
output of houses soared 
1959-——up 45 for the 
over 1958's first half 
for the (which 
counts for only 25 of earnings fo1 
the vear) was only lec a bette: 
than last vear’s 23c. Nor has National 
1948 

this has made 


first six months 
Howeve net 
period normally ac- 


share 


paid a cash dividend since 
Crusading Zest. All 
Price lose 


none of his expansionist 


zest I've never set a time when a 


cash dividend may be says he 
“There will 
as long as there is 


Price 
hide the fact 


paid,’ 
probably be no payout 
growth 
effort to 


hopes more 


a need for 
makes no 
that he 


money 


nation ’ 


money for growth will be needed very 
soon. “I’ve said before.” he declared 
last month, 
again that I expect National some day 
will be making half of all the 
family homes erected in the 

Price 
that 
consummated, 


“and I’m willing to say 
single- 
country 

still has a long way to go fo 
Even after the new mergers are 
National Homes will! 
of the market. But his 
ambition remains undimmed Ex- 
horts he: “Who says 50% is too high 
The potential for 
greater than that.’ 


have just 3.5¢ 


prefabs is a lot 


OIL 


ANTICLIMAX 


{4s rumors, reports of a merg- 
er in the Getty empire used 
always to be worth a handful 
of points. final fact, 
however, the merger stirred 
hardly a breeze. 


Wall Street thar 
This is so 


finally 


is staler or 


NOTHING 


yesterday s rumor evel 


when the old rumo turns out 
to be true A case 
was the 
aire Oiln 


Through his son George F 


in point last month 
expatriate billion 
an J. (for Jean) Paul Getty 
Getty Il 


close to 


news trom 


he announced he was so 
merging two of his five companies that 
Justice Departm«e nt 


two 


he was asking for 
approval. The 
Skelly 

Wall Street should 
lighted. Again again in 
vears the rumor had swept The Street 
that the 
Getty was going 


Tidewate: 


Tidewater and 


have been de - 


and recent 
close-mouthed eccentric 
to put his Getty Oil, 
Skelly, Mission Oil 


and 
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Mission Development under one cor- 
porate roof. Each time, the assorted 
Getty stocks would soar, only to fall 
back again when the report went sour 

Yet the actual announcement stirred 
hardly a breeze. Not was the 
story itself stale but oil shares were 
in the doldrums. Neither Tidewater* 
nor Skelly? reacted to the 
news with a move of much more than 


only 


merger 


a point or so 
Stale News, Sound Merger 


Street's disenchantment 
that 


Wall 
aside, it was 
certainly seemed to 


Skelly 


greater crude oil pro- 


a mergel 
make 
Getty J has 


ducing 


sense pointed out 


capacity than presently used 


by its refineries. Tidewater, on the 


other hand, has refinery capacity and 


crude oil requirements In excess ol 
its crude oil production.” 
Blended Skelly and 


would make an explosive 


Tidewater 
mix mar- 
anothe) 


US 


Keting one way 0} in roughly 

Backing 
coastal re- 
Midwest, 
supplied by roughly a billion barrels 
The combined 
Skelly-Tidewater wells can pump up 
the oil the 
use, comfortably abové the tradition- 


three quarters ofl the 


them up would be two 


fineries and three in the 


of crude oil reserves 


nearly 65°; of refineries 
ally integrated oil company’s 60 
The could help Tide- 
water's huge, $200-million refinery in 
Delaware. Built to run on 
crude, the refinery 


merger also 


foreign 
always has suf- 
fered from the import quotas slapped 
on by the Government around the 
time of its opening. But Skelly simply 
its crude with midwestern 


refiners who have no economical way 


can swap 


Tidewater Oil Co. Traded NYSE. Recent 
price: 25. Price range (1959 high, 29',; low 
21. Dividend (1958): 5 stock. Indicated 1959 
payout stock. Earnings per share (1958) 
d3« Total assets $8107 million Ticker 
ymbol: TV 


Skelly Oil Co. Traded NYSE. Recent price 
675,. Price range (1959): high, 74',; low, 58 
Dividend (1958) : $1.80. Indicated 1959 payout 
$1.80. Earnings per share (1958): $4.82. Total 
assets: $380.1 million. Ticker symbol: SYE 


wer f 
TIDEWATER DEL {WARE REFINERY: 


The Street was unruffled 
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of using their own This 
oil, in turn, will ff rough the 
Tidewater refinery 

More to Come? But 
water-Skelly wheels 
when would the 
all take place? The mer! 


would join the five Getty 


quc las 


biggest 


in one global giant abl 
Standard Oils 
their own ground 
Along The Street 
to care There's 


and 


the ils, said ot 
outlook l too 
them 

It was ar 
delighted J. Paul 
buying control of 
the bleak 1930s 
thought it was wo) 


of $2.50 a share 


answe 


INDUSTRIAL SPECIALISTS 


THE RETURN OF 
WILL CLAYTON 


Behind the management 
shakeup at Anderson, Clay- 
ton looms the firm hand of 
79-year-old Will Clayton. But 
can he stem the ebb tide in 
cotton’s fortunes? 





WILLIAM LOCKHART CLAYTON is a man 
of strong convictions who backs them 
Thus it was no su prise 
Houstor 
himself to the 
chair he had 
in 1950 when he was 70. For An- 
derson, Clayton & Co the Big 
Store” of the cotton business. was a 
firm which Will Clayton himself had 
helped to found in 1904, and it has al 
heart Then 
last month, when president and long- 
1917) 


suddenly resigned iv- 


with action 
to cotton men in when last 


July he 


board whose 


restored 


re signed 


ways been close to his 


time (since employee Harmon 
Whittington 
ing no 
nodded 


anothe I 


reason, the cotto1 rrve 


knowingly and 
Will's back 


“Ability & Genius 
Southern 


gentlemar 

sorously denied tl 
the boom o1 

spoke glowing 

and 

that eport 


were co Die 


fir 


OILMAN J. PAUL GETTY: 


McAshan J 
nis place 
loudly than Will's word 

Pain in the Pocketbook 
Will Clayton had 
concern over the Big Store 
Since the 1951 
of $1 billion, its revenues 


as low as $717 million 


Claytor 


seemed 


ample 


progress 
aippea 
tood 
at $792 million. Worse, | fits have 
kidded from $8.49 a share 1951 to 
a ten just 32.49 in 1958 
Wall Anderso1 “lay 
ton’s troubles, today values the 
below its 1951 high 
64. And to Will Clayton and his 
40 of the 
mon stock, this was clearly 
pain in the pocketbook 
But there still 
mental problem which confront 
Clayton 
cotton industry: the shrinking 
market for U.S 


year low of 
Street 


noting 
almost 50 
ily, who own some 


funda 
both 


remains tne 


Anderson, and the entire 
world 
cotton bec: 
high price relative to competitis 
materials 

Even Will Clayton will 
that problen 
Cotton 


this gro 


time solving 
gloomily 
prospects fo1 
the next are very, very 
about the B 


Still 





COPPER 


CLOUDY COPPER 


The way things, look now, it 
will take more than a strike 
settlement to put the harassed 
copper industry on easy 
street. 
For THE nation’s steelmen last month 
the big question, though a tough one 
When 
will the strike be over? Once it ends 


was relatively clear-cut: ie., 
they can count on pent-up business 
keeping their order books filled for a 
time. But for the 
whose U.S. mines are also currently 
closed by a strike of the United Steel- 
workers and the International Union 
of Smelter Workers, the future looked 


considerably less hopeful 


long coppermen, 


Reading first-half earnings reports 
of the big copper producers, however, 
and the 
alike could be forgiven for coming to 
The first 


union men general public 
quite a different conclusion 
half of 1959 looked fat for all of the 
big three: Kennecott 
Phelps Dodge 
ings were up almost 100‘ 


to $2.71 per 


Anaconda and 
Phelps Dodge's earn- 
, from $1.36 
Kennecott s im- 
provement was slightly better, from 
$2.12 to $4.32. Anaconda’s $3.23 not 
only trebled last year’s first half, but 
was even ahead of the $3.16 it earned 
in all 1958 

Yet from the standpoint of the com- 


share 


panies and their stockholders, the fig 
cold They had 


picked up from last year’s lows, true 


ures were comtort 


But, unlike the steel industry, which 
racked up all time earnings records on 
1959's buying, 


anticipatory the coppe 


industry heavy pre strike sales still 


left earnings generally below the first 


half 1955 1957 
Even as the earnings were being an- 


results of 1956 


ana 
nounced, the big three’s leaders were 
warning stockholders about a doubt- 
ful outlook for the 

Deeds Back the Words. 


try's made the 


rest of the year 
The 
point 
mid-July, 
a strike clearly in the offing, all 


indus- 
actions even 
more than its 
with 
of the big three had cut their price by 
Sadly 
Weed 


demand for 


words. In 


1's cents to 30 cents a pound 
explained Chairman Clyde E 
of Anaconda: “Reduced 
[has] evident.” 

Not even prospects of the strike had 
taken the downward pressure off 
Weeks before its strike start- 
ed, Phelps Dodge ordered a 7 


coppe! become 


prices 
cut- 
Rhodesian Selec- 
tion Trust, a major overseas producer, 
with a 10°, cutback. “If it 
the strike,” 
Kennecott’s 
Raymond Cox, “ 


back in production 


followed 


hadn't been for candidly 
Charles 
we'd all have cut back 
by now anyway.” 

So it 
of the good first-half results and the 


continued 


President 


Says 


was last month that, in spite 


boom, 
that 
most of the industry would just barely 


general economic 


some coppermen were guessing 
surpass 1958 for the whole year’s re- 
(Probable 


da, which has its new 


sults exception: Anacon- 
aluminum and 
uranium operations going, as well as 
its big fabricating operation. ) 

How about the strike? Won't that 
help clean up excess supplies? “Noth 
ing cleans out the pipelines so neatly 
as a strike.” one analyst noted But 
the companies are all take 
sizable out of-pocket 
strike And 


t comes to filling up those pipe 


going to 
losses on. the 
under any conditions 

are going to be ad 
costs and no possibility 
back 
Another 


then with 


facto! 


Q 


= 
METAL PLATES SOAKING IN TANK HOUSE BATH: 


it was a simple case of too much 





— COPPER FEVER — 


The big mid.year inventory splurges 
temporarily pushed copper buying 
ahead of copper output — but only 
temporarily 
Tons Thousands 
150+ ——— 
Production 





Now stocks are piling up again on 
producers’ hands and copper prices 
have started to turn down 


Price (Cents Pound 
32 | 


JAN FEB MAR 
Source The Copper Institute 
American Metal Market 


affects U.S which cu 
of the 


» 
Big foreign mines were 


only mines 


rently supply some 75 nation’s 
requirement 
still spewing out the metal 


Old Villain. It 


plague ol the coppe! 


was clear the old 
industry, ove 
capacity, was to blame Refined cop 
per stocks were tremendous (see 
t). World 


ecorada 


-hpoul 


ference I pron 
Good Intentions t \ 
pe analyst. William Boe: 


tesses to see iy of hope 


Dodge 


auctor ( tbs I Phelps 
Rhodesiar July. Suggests | 
It's a sign the industry 
a balance 

But to Cox of Kennecott, the out 
look for that none too 


was good 


There are a lot of companies,” he 
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points out an it an) ven moment 
each may Nave its own good eason 
for producing copper no matter what 
the demand Ss No was Phe ips 


Dodge ovel ly 


, ay V 
vkins The 


Mills Ha 


story snows 


FOOD PROCESSORS 


DECLINE & FALL 


How the mighty have fallen! 
United Fruit has just passed 
its first dividend in 60 vears. 





IN A sedate Boston 
month United F: 
directors gath 


nistory 1 


Reluctantly 


a Surpris¢ 

Noven be: 

one more 

blue chip had | 
United Fruit did not start 

high regard. When its stock 

offered in 1899, it took 17 

sell 40.000 shares 

tive Back Bay money was not quite 


months to 


> 
Boston's conserva- 


sure that the banana trade was both 
respectable and profitable But atti- 
tudes changed fast. In 60 subsequent 
missed a dividend 
$386.3-millior 


(1958 assets) combine of banana (65 


vears United neve! 


grew to become the 


of U.S. supplies) and sugar planta- 
tions, railroads, ships and marketing 
Seemingl) 


operations it is today 


gilt-edged, it has been a_ favorite 


United Fruit C« Traded NY 
29. Price range ‘(1959 hig ty 
1958 $3. Indicated 1959 pay 
share 1958 $2? 60 

ion. Ticker symbx 


SE. Recent 
4 


ow 
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1Yd50 


1958. 40 ce 


three way product diversification 


contributes to a year of Spencer progress 


SUMMARIES OF 
CONSOLIDATED InCOmMe 


America's Growing Mame in Chemicals 


SPENCER 


® 


WORKS: Pittsburg. Kansas - Henderson, Kentucty 





Linn 7 oe 
Timah 


CONDENSED STATEMENTS OF 
CONSOLIDATED FINANCIAL FOSITION 














RESULTS OF OPERATIONS 


FOREIGN 
7 V6 

THAWING ICE? 
Earnings per Common Share for the second quarter of 1959 were 44 cents, up 7 cents 
from the corresponding figure a year ago | . - 
Earnings per Common Share for the twelve months ended June 30, 1959 were $2 a, | A little cash trickles past the 
or 20 cents less than a year earlier. However, this represents some improvemen . . a 
from $2.01 reported for the twelve months ended March 31, 1959 Iron Curtain as } ugoslat a 
On July 31, 1959 The Public Utilities Commission of Ohio granted the Company rate offers to settle some debts. 
increases applicable to the City of Columbus and unincorporated areas of Franklin u ill “ ul 9 
County estimated by the Company at $3,400,000 per year on the basis of sales for ul more fo ow; 
the year 1957. The City of Columbus has filed an application for rehearing 


For the three months For the twelve months T — : | 
nike ian te pin Boy oct ~ To THE river of talk about a thaw in 


1959 1958 1959 1958 the “cold war,” a tiny rivulet of hard 


(000 omitted) — cash was added last month. Com- 
7 > »< $ OR ‘) - ¢ 5 y 
Operating Revenues $12,080 $10,852 $48,534 $45,286 munist Yugoslavia—which has gra- 
Operating Expense eno “7 
. $ 1,569 $ 1,471 $ 6,534 ciously accepted $930 million of U.S 
> > 915 2¢€ 57 

aes, Seereen ao 4 eo economic aid in the past nine years 
Depreciation and amortization 1,660 13 6,282 onsente ‘nd a wee e | f 
State and local taxes 1,235 49 4,753 consented to s¢ . en, ee oe © 
Federal income taxes 674 18 3,488 it back to U.S. investors from whon 

Deferred Federal income taxes 649 622 2,333 L781 tn lef t Saar eee a 
Total operating expenses $ 9,578 $8,654 $37,967 $35.1 143 a a 
Operating income 2,502 $ 2,198 $10,567 $10,103 rowed 


Other income 178 65 427 _ 291 The 
. 2 G4 = 
Gross income 2,680 $ 2,263 $10,994 $10 394 ing. involving about $500.000 a vea 
Income Deductions . 
interest on first mortgage bonds 1,037 $ 1,043 $ 4,158 $ 3,870 for the next five 
Other interest expense 143 4 528 445 ttlement’ G95 pi] 
Interest charged to constructior porary settiement on some co mil 
(credit*) 12° 20 541 _1,16 lion in bonds which Yugoslavia sold 
Total income deductions 1,168 $ 3 $ 4,145 $ 3,148 Sings 1922-36 i hich hi 9 * 
Net income 1.512 328 $ 6,849 5 7.246 rere in vec-00 anda whnicn nave yeen 
Preferred Dividends 332 33 1,336 — in complete default since 1939 


Earnings on common shares $ 1,180 993 $ 5,513 $ 6. For the U.S. bondholders, that rep- 
Common Shares outstanding at end of 


period (in thousands) 2.651 2.651 2.651 resented a mere 10 cents on the dol 
EARNINGS PER COMMON SHARE $0.44 $0.37 $2.08 


amounts were hardly stagger- 


years, as a ‘“tem- 


lar—less if you counted accrued in 
This is an interim statement. The Company's fiscal year ends December 31, at which terest at 


7 But it was the first sig: 
time its financial statements are examined by independent public accountants 


that any Communist country was pre- 
THE COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY pared to honor, even partially, its 

215 North Front Street + Columbus, Ohio external debts. A gleam of furthe: 
hope came to the patient investors 


when Tito’s embassy here announced 


“Ou government is pledged to 
settle up Yugoslavia’s pre-war debts 





“AUTOMATI FR j ” ; Did this indicate hope for return 
p 0 of more of the $228 million still owed 

. by other Iron Curtain countries” 

helps truck driver Could be, suggested a spokesman for 

4 the Foreign Bondholders Protective 
establish records for Council, the private organization that 

P negotiated the settlement. Said he 

safe performance ~ “Poland and Czechoslovakia [which 
owe $42 million and $2.7 million re 


spectively] are paying us courtesy 
WAGNER TACHOGRAPH . calls and seem interested in explora- 
SANGAMO graphically tory talks.” But from Russia _ itself 
© g5° and its six other satellites, the finan- 

records starts, idling, stops and speeds cial ice was as thick as eve! 
Truck drivers and supervisors agree that a Tachograph 
mounted on the dash of a truck is a great aid in encourag 
ing the driver to establish records for good performance 
The instrument is an “automatic supervisor” that provides 
daily tacts. Vital trip information is permanently recorded 
on Tachograph chart (which costs you little more than 2¢ 


each). Graphic record indicates all starts, idling, stops 
and speeds 


For details, mail coupon for free copy of Bulletin SU-3 





CHART TELLS ALL 
ee NI NEN SE mE AR OR RE rN 


Wasner Electric @rporation 


6382 PLYMOUTH AVENUE, ST. LOUIS 14, MO. U.S.A. 


Please send a copy of Bulletin SU-3 
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Address 

City & Stote i 
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MARSHAL TITO: 


mnothe 
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953 . 1954 . 1955 . 1956 1957 
7 7 7 


1958 _ 





Bee LM Se a we 
The FORBES Index 


Solid line is computed weekly end menthly, gives equal weight te 
five foctors 





1. Hew much ore we producing? (FRB production index) 
2. How many people are working? (BLS nen-egricultura! empley 
ment) 


3. How intensively ere we working? (BLS overage weekly hours 
im menvfecture) 
Are people spending or saving? (FRB deportment store soles 
How much money is circuleting? (FRE benk debits, 141 key 
centers) 
Factors 4 and 5 ore edjusted for volve of the dollar (1947-49 
= 100), fecters |, 4 end 5 for seasone! veriction 


Plotted line is @ preliminary weekly figure and may not necessarily 
agree with the revised monthly teta! Det indicates an B-dey estimote 
besed on tentative figures for five components. al! of which ore subject 
te later revision * 














August Dec 
Production 136 142.0 
Employment 115.: 116.2 
Hours 2 99.2 101.0 
Sales 137 133.6 
Bank Debits 148 7 151 
INDEX 27.3 2 128 


5 


‘) 


4FRMRAMISASORD 





4 








March 


116.6 


100.0 


1959 


> 


Tr 
+ 





} 115 
' 
’ 
April May july 
Prelim 
150 
118 119.2 
101.5 
134.2 
165.9 
134.8 





THE MARKET OU 


eduction 1S a mucl 


HNUSINES 


by SIDNEY B. LI 


Summer Squall 


SOMETHING new has been added to the probably will be 
President's ef- 


forts to melt the ice of the Cold War 
Obviously, it will be 


market place Via oul phased out quite 
Cer- 
tainly it is un- 
likely to adversely 
affect the 
which, incidentally, represent a new for the 

phase in the Cold War: a chapter of companies 
Yet a number of 


generalizations can _ be 


gradually 
another month 


before a balanced 


appraisal can be 
made of the 


coming top-level talks outlook 
Drain 

inas- 
personal diplomacy much as we still hav 
comtorting 


made assumes cally 


even if one hopefully 
that our President will be 
in his 


with Russia 


successful On long -te 


rm vieVy 


efforts to end the recurrent side to the 


coin oft 
crises world If 
For one 


our defenss 


coming ey 
thing, if a minor change in change in our 


spending program is to compensations can be 


would be less dis- facts that: 1) With the 
shift which already for ou 


it probably 
than the 


has occurred via the change from con- 


occul 


ruptive goods 


understanding 


ventional armament to missiles. Sec- 


ondly, even if peaceful co-existence smaller defense 


comes into being. armament spending the way fe 


) ax edu 
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work to do to keep pace 


ents 


national 
world 
would pr 


mendous lift to foreign 


b 1dget 


ctually 


ate the fact that 


force than art 


most 


nt spending 


national defense 


word toch 


fact that 


edient 1 the 


ad 


ae 


he tween 


hang 


philosophy 


ound in the 


and talent i al good 


ICTeNSe 


pending 


lac that our ecor 


and progressed « 


spendi . declined $10 


1953 and 1955 


which occul 


matic than thi 


Kore an Wa 


t of the 


1 
tecnnoliogk 


the daemar 
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HOW TO INVEST 
AGAINST 
INFLATION 


for REAL vs. IMAGINARY profits 


Despite all evidence to the contrary, it ts still widely believed that virtually 





every stock rises rapidly under inflation 

but thes 
do so because of inflation. On the other hand. those stocks which are helped by 
inflation usually possess one or more of 19 clearly identifiable characteristics 


The truth is this: Not only do many stocks go down during inflation 


Especially well-situated, for example, are companies that 1) enjoy wide profit 
margins, (2) manutacture labor-saving equipment }) have special tax advantages 
1) operate in industries protected by the governn 

All 19 Inflation-Protection Altributes—together with 244 specific, illustrative 
stocks—are presented and explained in a new $l-page guide just released by The 
Value Line Survey 

This guide entitled “Security Selection During a Period of Inflation” is made 
available without charge to investors who accept the introductory offer outlined 
below 


en 


Phe guide includes clear explanations of 


@ The 3 ways inflation can increase stocl 
e@ What happe ns to duntdends 

@ Why not all stocks rise as inflation 

e 


The importance of underlying fact 
of replacing facilities, ete 
@ The effects of fluctuation in th 
of mflation us. its real effects, ete 
e 8 pro inflationary factors, 6 anti-inflation 
e 53 operating exhibits of inflation-lavoved ce 
@ Other inflation hedges: real estate, precious 


(gold, platinum, diamonds, ete 


SPECIAL GUEST SUBSCRIPTION: |) sou accept Value Line's intro 
ductory trial of the next 4 weeks of full service for only 85 (half the pro rata rate) 
you will also receive the following free of charge 1) the timely Inflation Guide 
outlined above, (2) The Value Line Su 7 of Advices on S04 major stocks and 
50 Special Situations, (3) The 92 page Petroleu Edition of the Value Line Sur 
vey, with full-page reports on the 75 major 0 Natural Gas and Coal stocks 
including the inflation-favored oils cited in your complimentary copy of the Inflation 
Guide. Also included for each of the 75 stocks covered is the new “Investmen 
Sutfability Measurement” through which you can determine how well each stock 
suits your own personal investment goals—together with the Value Line Rating 
Charts giving you a clear and visual diagram ot normal value vs. current price 
Among the stocks covered are 


Atlantic Refining Sinclair Oil 
Socony Mobil Oil 
Stand'd Oil (Cal.) 
Stend'd Ol (N. J.) 
Phillips Petrol'm Union Oil 

Pure Oil Arkansas-la. Gas 
Royal Dutch Amer. Nat. Gas 
Shell Oil 


Consol. Nat. Gas 
El Paso Nat. Gas 
North'n Nat. Gas 
Panhandle East'n 
Seouth'n Nat. Gas 


Tenn. Gas Trans 


Cities Service 
Gulf Oil 
Imperial Oil 


Tex. East. Trans 
United Gas Corp 


\nd under your 4-week guest subscription, vou will receive (a) the next 4 
ehily 


Columbia Gas 


’ editions of the Value Line Survey with reports on over 250) stocks b) a 
new Special Situation Reco ndatio C) wa Supe ¢ ‘ 7 Report al) two 
Fortnightly Commentaries, and ) Weekly Supp vf The annua 
tion rate is $120.) 


Te take advantage of this Special Offer, fill out and mail coupon below. 


subs rip 


Name 
Addre 


Zone State 
Send $5 to Dept FB-156 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc 
Value Line Survey Building. 5 E. 44th St... N. ¥.C.17 








has referred to the axiom that “by the 
time an uncertainty becomes an es- 
tablished fact, it usually has lost price 
significance.” In other words, when 
the market has something to worry 
about, it usually worries about the 
threat to a point where it is ade- 
quately reflected in the price level 
This axiom is worth repeating today 
for the market has been anticipating 
the outcome of the September Con- 
ferences and has been attempting to 
measure the significance of un- 
expected news since early August. It’s 
also interesting to recall that while 
every major unexpected news event 
in market history has resulted in a 
sharp reaction, the ground initially 
lost has always been subsequently re- 
gained. Certainly the 
August news comes under the head- 


dramatic 


ing of “unexpected.” 

In a word, there is strong reason for 
believing that the latest phase of Cold 
War news had its worst impact in 
August, that the summer squall will 
not turn into a fall hurricane. Chances 
are, there will be some “second think- 
ing” on the entire matter and second 
thinking could lead to switching 
rather than outright liquidation. Case 
in point: the latest news is bullish on 
consumer goods companies, for any 
reduction in our defense program 
would spell lower taxes. Similarly 
any lessening of the budget problems 
occasioned by our enormous defense 
expenditure would point to strength- 
ening of the dollar and is therefore 
bullish on the bond market. Matte: 
of fact, the bond market probably is 
in a bottoming out area and conse- 
quently offers many interesting op- 
portunities at this time 

If the Khrushchev-Eisenhower con- 
ferences were the only factor the 
stock market has to contend with, it 
would be a simple matter to adopt 
the “power of positive thinking.” But, 
this year’s 100 point advance in the 
Dow industrial average has not beer 
as productive of profits to all security 
owners as was the roughly similarly 
sized advance in the last half of 1958 
Everybody isn’t happy and it's well 
to re-examine the four legs on which 
the stock market stool has been rest- 
ing. Note the following 

1) The business trend has been 
and remains, the strongest of all the 
supporting elements, which is for- 
tunate. Post-strike production peaks 
are inevitable, partly because no real 
maladjustments have been created 
partly because the areas of expansion 
are stronger than the areas of con- 
traction. For one thing, personal in- 
come is at record levels and the con- 
sumer is in a buying mood. Witness 
the rise in installment purchasing and 
the upturn in buying intentions dis- 


FORBES, SEPTEMBER 1, 1959 





losed by recent surveys Secondly, 
apital goods spending is trending 
sharply upwards and this can be “the 
tail that wags the dog.” Thirdly, state 
and local government spending is still 
rising 

2) Conversely, last summer's argu- 
nent that creeping inflation is in- 
evitable has become the weakest leg 
of the stock market stool. A _ per- 
suasive case can be made for the end 
of the chapter of monetary fear which 
has haunted the American security 
buyer since World War II. Inflation 
is unpopular with the American 
public and management attitudes have 
changed. The defeatist philosophy 
that nothing can be done to stop the 
price spiral has disappeared. Further- 
more, with a government surplus like- 
ly in the present fiscal year, monetary 
pressures have lessened. A surplus of 
farm commodities points to stable 
food costs, and our more than ade- 
quate manutacturing capacity also 
hints at living cost stability 

3) In turn, this points up the fact 
that the market no longer has the 
benefit of one of the most uniquely fa- 
vorable supply-demand equations in 
history. It’s not that common stocks 
have lost respectability or popularity 
The market now belongs tto_ all 
America, not just the “carriage trade.” 
But the fact remains that demand is 
less pressing than it was a year ago 
due to a lessening of inflation fears 
plus higher margins and more strin- 
Furthermore, the 
supply is increasing; new common 
stock offerings more than doubled in 
the first half. Moreover, the bond 
market is providing competition 


gent regulations 


4) Chilling as the foregoing might 
be, there are two “pluses” which can't 
be completely ignored. One is the 
fourth of the propellants which put 
zoom” in the stock market boom: in- 
lustrv s new operating efficic ney As 
vas so clearly evidenced by first-half 
eports, the pay-off for the $158 bil- 
lion invested in new facilities during 
the past five years now is at hand. As 
a sidelight, tight money may not be 
as great a threat as earlier appeared 
likely. For one thing, if inflationary 
pressures lessen, there is less need fo1 
restrictive credi poli ies. An orderly 
stock market spt ils the same conclu- 
sion. Secondly, with steel consumers 
disgorging inventory, there may be a 
less-than-seasonal rise in the normal 
fall demand for credit 

In other words, the fundamental 
evidence has indicated that the mar- 
ket climate is less exhilarating thar 
it was a year ago at this time. There 
is strong support for the opinion ex- 
pressed by this column earlier 
the summer that the stock market 


) 


(CONTINUED ON PAGE 52) 
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HOW 
DARING SPECULATORS 
PYRAMID PROFITS 


in stocks under $5 or $10 


Experienced investors know that the fastest method for buildi: 
tune in the stock market calls for intelligence, careful research, an« 


i:a [ Ou) , it def ‘ta ft é We spec ialize im unce 


these unusual situations—stocks of HIGH-GRADE companies that 


well-managed, have good earnings prospects, yet are overlooked by tl 
average nvestol Now vou can get revealing reports on sucl hidden 


value” stocks, many selling under $5 or $10 


See tor vourself how large profits may 

FREE REPORTS: be reaped from a small investment in 
° these LOW PRICED “hidden-value 

stocks.” The recommendations you receive are impartial. We are not an 
investment dealer or broker, and no salesman will call. To receive free SSR 


Reports lor one month, yust mail this ad or postcard together with your 
name and address to 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-18, SEAFORD, L.1., N.Y. 














FREE: Trail Blazing 
New Chartcraft Report 
On 200 A-S-E Stocks 


\ 


U UNITED CARBON 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


CHARTCRAFT K } A 
w of BUSINESS REPORTS, 1 
Larchmont, N.Y 








Is the Market Headed for 
700 ...or 600 in The Dow Jones? 


Ave 


ACT NOW: = 
7 , ml “Ff . . = J . " » 
INVESTORS RESEARCH 
Company (Dept. F-76) 
922 Laguna Street 
Santa Barbara, Calif. 


Serving investors in 49 States and 20 Foreign Nations 





Buy... 
Sell... 
ot Hold? 


it is hard to 
your mind about certain securities, par- 


Sometimes make up 


ticular stocks. 

Too many important facts just don’t 
seem to add up. 

In such confused times, almost every 
investor finds it more difficult to make 
clear-cut decisions—so a lot of them 
don’t even try. 

We think that’s bad. 


Because very often the right an- 
swer today means the difference 
between profit and loss tomor- 
row 

Because there are any number of 
places an investor can go for the 
help he needs in reaching the 
right answers—for him. 

Here at Merrill Lynch, for instance, 
our Research Department gets a steady 
stream of facts and information from 
all over the country, works constantly 
to sort out the important ones, care- 
fully evaluates them all in terms of 
the investor's interest. So maybe that’s 
why Research can usually come up with 
a pretty good answer to any question 
concerning buy . sell... or hold. 

If you'd like to know what that 
answer would be as regards any 
particular stock . . . 

Or if you'd like to have a detailed 
analysis of your complete port- 
folio in the light of your over-all 
financial situation .. . 


Just ask. 


There's no charge or obligation. 


Simply address 


Josern C. QuINN, Department SD-AS 


Merrill Lynch, 
Pierce, Fenner & Smith 


e€orRrOoR 


Members New York Stock Exc/ ange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 





INVESTMENT POINTERS 


by WILLIAM R. WHITE* 


That Labor Day Hex 


Tue calendar warns us that another 
traditional dividing line is approaching 
in the stock market’s seasonal pattern 
Sticklers for form 
placing 
such things as summer advances, year- 
and the Ides of March 

the post-Labor Day 
considerable apprehen- 


of price behavior. 
accustomed to credence in 
rallies 
usually 
period 


end 
view 
with 
sion. Experience, one of our least ap- 
preciated teachers, can point to rec- 
ords of the past that describe sudden 
slumps costing millions of dollars in 
paper profits. 

In the light of the selling wave in 
electronic and space age equities en- 
countered in early August, investors 
may feel a bit 
now with 


more concerned than 
Khrushchev 
scheduled to confer here with Presi- 
dent Eisenhower only a week afte 
the Labor Day hex manifests itself 
Regardless of whether another 
turbance develops in the market place 
in the next week or two, it is well to 
remembet 


usual Premie1 


dis- 


two facts, namely, that a 
thorough correction is fully justified 
in high-flying and 
issues and that in the long run funda- 
mentals usually 


science missile 


outweigh emotional 
influences 

A brief survey of primary economic 
forces affords a basis for doubting that 
a possible contraction or stretchout in 
military expenditures, induced by re- 
laxation in world tensions, could un- 
dermine the economy. The prosperity 
achieved in the last year has become 
firmly established and consumer con- 
fidence has been restored to a degree 
unknown for four years or more. Con- 
sider, for example, the extraordinary 
building, the 
impressive comeback achieved by the 
the 
and heavy 
equipment orders that foreshadows a 
vigorous in capital 


recovery in residential 


automotive and 


industry resur- 


gence in machine tool 


expansion goods 
spending 

There is little question but that con- 
sumer spending intentions have con- 
stituted 


rise in 


force behind the 
activity. The 
ward surge in buying of this character 
recorded one of the most outstanding 
gains on record in the June quarter, 
with the fear- 
induced splurge at the outbreak of 
Korean hostilities A high 
home construction sparked an unusual 
demand for appliances and other fur- 
nishings 


a dominant 


industrial for- 


comparing favorably 


rate ofl 


Increased personal income 
large number of families 
to satisfy a need for two cars instead 
Retail 


enabled a 


of one volume in domes- 


tic 1959 models 
reached its best 
rate in June since 
September 1955. A 
healthy economy 
readily with- 
stand a momentary 
shock psy- 
chological causes. 

This is not to say that the market 
will ignore unprecedented political 
events about to unfold. On the con- 
trary, an adjustment in the old pattern 
would be quite logical. 
tion” 


can 


trom 


If “imagina- 
stocks should continue to lose 
favor, we may expect others to come 
forward to take their place. 
tries likely to high 
level of consumer spending could at- 
tract attention. Potential 
beneficiaries of a rebound in capital 


Indus- 
prosper from a 
increased 
spending seem certain to command 
greater 
Rapidly 


sumet! 


interest in the months ahead 
expanding demand for 
credit 


con- 
means a boom for in- 
stallment financing companies 
Optimists on the automobile indus- 
try, whose enthusiasm for leading is- 
sues has been justified this year, are 
counting on even 
1960 
tions can be envisioned for favorites 
Ford (78), General Motors 
(55) and American Motors (43°%s) in 
the belief that output in the coming 
another substantial 
increase over the estimated 5.8 million 


passenge! 


greatel! 
For this reason, higher evalua- 


progress In 


such as 


year may score 


cars to be produced do- 
mestically in 1959 

Principal parts suppliers, especially 
those sharing in orders for compact 
car components, seem destined to en- 
joy one of the best years in a decade 
in 1960. Among these we find Timken 
Roller Bearing (55%8), a 


factor in manufacturing tapered roll- 


dominant 


er bearings, an essential means of re- 
ducing friction in all types of trans- 
portation. This 
headed for a new peak in net profit 


industry leader 1s 
possibly in excess of $5 a share, which 
with a 1955 record 
high of $4.57 and with $2.10 a share 
last Earnings for the first six 
months, normally the better half, came 
to $2.93 a share, vs. $1.16 a 
ago. Dividends have 
(aside from a 


would compare 


year 


share a 
been paid 
25c year-end distri- 
1957) at a $2 annual 
for four and a half years 

If the automotive “population” is 
destined to 


yeal 


bution in rate 


grow significantly next 

Mr. William R. White 
Hornblower & Weeks of New 
guest columnist for Mr. J 
vh s on vacatio 


associated witl 
York City, is a 
Donald Goodw 
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year, as seems probable, demand for 
gasoline and other motor fuel should 
expand accordingly. This naturally 
would mean a larger market for re- These Bonds have not been and are not being offered to thé public. 
finers of crude oil and encourage hope This advert 
for a more satisfactory price structure 
(from the refiner’s viewpoint) than 
has prevailed in the last year or two. 
Thus, this seems like a good time to 
adopt a more constructive investment 
attitude toward the once popular oils ° 
Disappointing market behavior for a The Colorado Fuel and Iron Corporation 
year or longer may be attributed to a 
concerted effort on the part of insti- 
tutional holders to reduce their rela- $ 000 000 
tively high representation in the pe- 40, , 
troleum industry—not so much for 
fear of adverse earnings as for hope First Mortgage and Collateral Trust Bonds 
of greater gains in more dynamic in- er . — 
dustrial categories. Typical stocks 544Teo Sinking Fund Series due 1979 
that deserve consideration for long- 
term appreciation include Amerada 
(8618), Cities Service (55), Standard 
Oil of Indiana (4742), Ohio Oil (4154), 
Phillips (465s) and Pure Oil (42). 

Merchandising stocks are a natural $20,000,000 
if you feel inclined to “hedge” a bit 
in a defensive group. Business pros- 


pears as a matier of record only. 








First Mortgage and Collateral Trust Bonds 


pects for the autumn and _ holiday 
seasons seem propitious. Numerous | 5% Sinking Fund Series due 1971° 
issues in this group have appeal even 
though not so many “bargains” are 
available as there were a couple of ed in exchange for 
years ago. Once lethargic Montgom- Girse Mortcace : 
ery Ward (5134) has embarked upon 
an ambitious expansion program 


Iwenty-Year Sinking Fund 44% Bonds 


December 1, 1971 


which envisions a substantial increase 
in sales and earnings. In the variety 
chain field, the behavior of S.S. Kresge 
(34) has been inviting. With earnings 
of perhaps $2.65 a share or more in- 





dicated for 1959, affording comfortable 
protection for the $1.60 annual divi- 
dend, the stock has appeal for an 
above-average return of almost 5 
Pondering the potentials of an up- 
surge in capital goods demand, one 
turns to the steel industry as a likely COMPANY 
beneficiary. Pressure for a_ settle- 
ment of the stalemate between con- 
trasting economic theories represented 
by management and labor began to 
mount a fortnight ago as some con- 











sumers evidenced uneasiness over! 





dwindling supplies of raw materials 


It then became a question whethe: HOW T0 

economic necessity or political expe- PHILADELPHIA ELECTRIC 
d *y would exert the greater influ- 

a uld exert the greater influ IMPROVE YOUR POSITION COMPANY 


ence bringing about a realistic 


adjustment of the controversy. Pro- IN THESE COMMODITIES T J id Notice 


longation of the strike has led to con- ~/ Avi 
WwooL METALS — — 

RUBBER COCOA Dividends of 56 cents a sh 

hands of users and has virtually as- GRAINS the COMMON STOCK 





sumption of large inventories in the 


are on 


and 25 


To help you moke decisions in your speculotive cents a share on the $1 DIVI 
types of steel upon resumption of full position in these commodities, regardless of the DEND PREFERENCE COM 
- . morket trends, Commodity Trend Service offers MON STOCK, have been de 
production. This development augurs you weekly bulletins containing sound morket clared payable September 30 
well for the industry in spite of de- information plus on-the-spot telegroms os the 1959, to stockholders of record 

‘ sitvotion requires. Current bulletins on these 
mands to hold the price line in com- commodities free on request 


sured a strong demand for almost all 


at the close of business on Sep 
tember 4. Checks will be mailed 


bating inflationary trends. COMMODITY TREND SERVICE GEORGE W. MULLER 


Although steeis have outperformed 136-21 39th Avenue, Flushing $4 Treasure 
(CONTINUED ON PAGE 52) (N. ¥. ©.) N. Y. Tel.: Hiekory 5-2474 
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$500 to*104,000 in 


The story of one common stock Warrant, and how it happened. 

The above profit was made by a $500 investment in one common stock 
Warrant. Such profits were made not only by an investment in one Warrant, 
(the R.K.O. common stock Warrant, whose story we shall shortly tell), but also 
in the Warrants of Atlas Corp., Tri-Continental, Richfield Oil, Merritt-Chap- 
man & Scott, United Corp. and a good number of others. In all of the above 
$500 investments during the past years, each grew from $30,000 to $100,000. 
In the past year, indeed in the past months, new Warrants have again shown 
large gains and we should like to ask three questions: 

1. Do you know what common stock warrants are? 

2. Do you know why common stock warrants are issued? 

3. Do you know how to keep abreast of opportunities in common stock 
warrants—when to buy warrants and when to sell warrants? 

If you cannot affirmatively answer these three questions, we believe you 


will find it greatly to your profit to read: 





1959 Edition 





THE SPECULATIVE MERITS OF 
COMMON STOCK WARRANTS 


by Sidney Fried 








Before we go any further, we should like 
to make several points clear. The historical 
examples of profits in R.K.O. Warrants and 
Hoffman Radio Warrants which we shall 
shortly describe are obviously rare, and did 
not result from a reading of our publication. 
Further, the demenmealiby large profits at- 
tained with many common stock warrants are 
balanced on the other side by equally demon- 
strable examples of losses. (Example: a 
$50,000 investment in Colorado Fuel & Iron 
Warrants in 1948 was worth about $1,000 
just two years later.) What és immediately ap- 
parent, precisely in the above statistics, is the 
truly great leverage inherent in common stock 
warrants, both up end down, and our entire 
study, “The Speculative Merits of Common 
Stock Warrants,” is aimed at enlarging the 
knowledge of investors about this particular 
type of security so that potential benefits may 
be enjoyed and potential pitfalls avoided. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS was first is- 
sued in 1949. Since that time, the book has 
been brought up-to-date three times, and 
favorable comment has multiplied. Unso- 
licited by the publishers, orders for the 
book have come in from heads of our 
largest corporations and some of the best 
financial minds in the country, Jargely 
through recommendation by original read- 
ers. Among its readers have been banks, 
insurance companies, and many of the 
largest investment firms. J. K. Lasser, the 
best-known tax expert in the country, has 
called this book “brilliant.” The author of 
this work, Sidney Fried, has had a career 
including professional trader for investment 
firms, market analyst and financial writer 
for a well-known member firm of the N. Y. 
Stock Exchange, and is now recognized to 
be one of the most respected specialists in 
warrants and low-price stocks. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS is a sober, well- 
grounded book which we believe can be in- 
valuable to you, as an investor interested in 
allocating a portion of your funds for capi- 
tal growth. Let us give you some idea of 
what is contained in the pages of this book 
by partial answers to our original questions 
1. What are common stock warrants? 


> 


2. Why are they issued? 


44 


To give a brief definition, common stock 
warrants are certificates issued by the cor- 
poration itself, just as bonds, preferred stock 
and common stock are issued, giving the 
warrant holder the right to exchange the 
warrants for common stock issued by the 
company itself, at a stated price, within a 
stated period of time, or with no time limit 
at all, some warrants being perpetual. 


The Alleghany Corp. Warrant 


A recent example: Alleghany Corp. war- 
rants came into being in October 1952, are 
now listed on the American Stock Exchange, 
and give one the perpetual right to buy 
Alleghany common at $3.75 per share. How 
did this warrant come to be issued? A par- 
tial recapitalization for Alleghany Corp. was 
proposed in 1952 by which holders of 514% 
preferred stock with back dividend accumu- 
lations of $116 per share were offered in ex- 
change a new Alleghany Corp. bond plus 
warrants. Each $100 par share of the old 
5140 preferred stock was to receive $100 
par value of the new bond plus 20 warrants 
giving the perpetual right to buy 20 shares 
of Alleghany Corp. common at $3.75 per 
share. The warrants were offered as an in- 
ducement wo the old preferred stockholders 
to exchange their claim to accumulated back 
dividends for a perpetual claim to Alleghany 
cornmon stock—a claim which would be- 
come much more valuable should Alleghany 
common rise in market price. Preferred stock- 
holders holding 100,000 shares of preferred 
stock accepted this plan and thus, 2,000,000 
new Alleghany perpetual warrants were cre- 
ated and are now trading on the American 
Stock Exchange. 

Demonstrating how 
watch common 


important it is to 
stock warrants, these new 
Alleghany warrants began trading initially 
around 75c when Alleghany Corp. common 
was selling at $3 on the N. Y. Stock Ex- 
change. When Alleghany common advanced 
from $3 to $11, up 266%, the warrants 
(being the perpetual right to buy common 
at $3.75) went from 75c to 77% on the 
American Stock Exchange. The warrants 
had advanced 950%, 31% times as fast as 
the common. That is how one common stock 
warrant came into existence, and it is a 
fact that most warrants come about through 


reorganizations or issuance of new bonds or 
preferred stock to which common stock war- 
rants are attached and, after issuance, traded 
separately. Common stock warrants possess, 
inherently, such a high potential, that they 
should always be foremost in the mind of 
an investor interested in capital apprecia- 
tion. To see why, here is the story of the 
long-term warrant which produced our 
heading—$500 to $104,000 in 4 years—the 
R.K.O. common stock warrant. 


The R.K.O. Warrant 


In 1940 the Radio-Keith Orpheum Co. 
(R.K.O.) reorganized after some years of bad 
fortune. The old common stockholders seemed 
to fare badly. For each old share they re- 
ceived only 1/6th share new common stock 
plus one warrant, good to buy one share of 
new common stock from the company at $15 
per share. In 1942 R.K.O. common was sell- 

194 194 


1944 1945}! 


RKO 
COMMON 


RKO 
WARRANTS 


ing at a low of 24 and with general pessi- 
mism rife, the chance of R.K.O. common ever 
selling above $15, at which point the war- 
rants would begin to have some actual value. 
seemed slim. R.K.O. warrants were, therefore. 
selling on the N. Y. Curb Exchange at only 
1/16 or 6\4c per warrant. How the picture 
changed in 4 years! As can be seen from the 
chart, R.K.O. common stock advanced to a 
high of 284% on the N. Y. Stock Exchange 
Now, the right to buy R.K.O. common at 
$15 per share from the company when it is 
selling at $28 per share on the open market, 
must be worth $13, and the warrants did 
sell exactly at $13 on the N. Y. Curb Ex- 
change. That is the story of the R.K.O 
warrant—$500 invested in these warrants in 
1942 was worth $104,000 four years later. 

Why is the common stock warrant so 
uniquely a potent vehicle for capital appre- 
ciation? The answer is given in a simple 
mathematical fact. 

Between 1942 and 1946 R.K.O. 
stock went from $2.50 to $28 
Therefore, a $500 investment appreciated to 
$5,600 

Between 1942 and 1946 
went from 6'4c to $13 
Therefore, a $500 investment appreciated to 
$104,000 

The warrant had appreciated 20 
fast as the common stock! 

As is evident now, the common stock war- 
rant is a low-priced call on the future of a 
company, and at times even on the future of 
an industry. Such an opportunity arose in past 
years with a great new industry of limitless 
potential—television. The rapid growth en- 
joved by some small companies, as distin- 


common 
R.K.O 


warrants 


times as 
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4 years... 


guished percentagewise from the giants such 
as R.C.A., General Electric and Westinghouse, 
is illustrated by the leaping sales of Hoffman 
Radio, a West Coast producer of television. 
radio and special electronic apparatus. Those 
sales went from only $29,764 in 1941 to 
$5,112,889 in 1948 and soared to $29,580,510 
in 1950. 
The Hoffman Radio Warrant 

The results were to be anticipated. The 
common stock which sold at a low of around 
1\%4 in 1948 was showing earnings of about 
$7 per share two years later and was selling 
near the 30 mark. There were common stock 
warrants outstanding in the Hoffman Radio 
capitalization giving the right to buy com- 
mon at $4 per share. In 1948 the best bid in- 
dicated by the records for these warrants was 
5c per warrant. Within two years the war- 
rants were $25 bid. Based on these prices a 
$200 investment in Hoffman Radio warrants 
was worth $100,000 two years later. The same 
$200 invested in the common stock would 
have appreciated only to $4,800. Again the 
warrant had appreciated more than 20 times 
as fast as the common. 

To widen the picture even more, the vears 
1952-1958 saw a remarkable trend develop 
towards issuance of long-term warrants with 
the result that former opportunities in war- 
rants have multiplied to the extent that they 
can no longer be ignored by any investor in- 
terested in capital appreciation. Below is a 
list of some of the warrants now outstanding, 
many actively trading today, many more of 
which will be actively trading in the months 
to come, and all of which can greatly reward 
your interest. 


A Partial Current List of Common Stock 


W arrants 


ACF-W rigley Stores Nortex Oil & Gas 
Alleghany Corp. North Amer. Royalties 
Armour & Co. Ocean Drilling & Expl. 
Associated Artists Orradio Industries 
Associated Oil & Gas Pabst Breu ing 

Atlas Corp. Pac. Cement & Aggreg. 
B.S.F. Co. Pittshurgh Brewing 
Belock Instrument Producing Properties 
Black, Sivalls Public Service of 
Brewster-Bartle New Mexico 
Coastal States Gas Reading & Bates 
Colonial Sand & Stone Raytheon Mfg. Co. 
Colorado Oil & Gas _ 1. Rokeach & Sons 
Cooper Tire Servo Corp. 
Crowell-Collier Sheraton Corp. 

Danly Machine Sidney Blumenthal 
Dunbam-Bush, Inc. Silex Co. 

Fedders Corp. So. Georgia Nat. Gas 
Fibreboard Paper Sperry Rand Corp. 
Food Fair Prop. Standard-Thomson 
General TireEé Rubber State Loan & Finance 
Genung’s, Inc. Stubnitz Greene 
Glen-Gery Shale Brick Symington W ayne 
Gulf Sulphur Textron, Inc. 

Howe Sound Tri-Continental 
Invest. Co. of Amer. U.S. & International 
Jerrold Electronics Van Norman Co. 
Kawecki Chemical Victor Products 
Kerr-McGee Oil Westmoreland Coal 
Kirby Petroleum 

E. J]. Korvette, Inc. 
Lunn Laminates 
Lynch Carrier Systems 
Mack Trucks 

Glenn L. Martin 
McLean Industries 
Molybdenum Corp. 
National Alfalfa 
National Telefilm 
National Theatres 





Canadian Warrants 


Can-Met Explorations 
Canada Oil Lands 
Can. Southern Oils 
Can. Brit. Aluminum 
Canadian Husky Oil 
Consolidated Denison 
Cree Oil of Canada 
Falconbridge Nickel 


Faraday Uranium 
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Urgent Memo: 


in current markets, multiplying 12 times 


$104,000 


kept by the speculative investor as capita! goins 


rent opportunities 


they are, when to buy warrants, ond when 





PLEASE NOTE as you recd the dramotic story attoched 
opening up every day. Molybdenum Corp. of America Warrants moved from 3.50 in lote 1957 to 41 
General Tire and Rubber Warrants moved from 4 to 195 
in the last two years. And in the recent past new worronts have been issued for such important com 
panies os Mack Trucks, Kerr-McGee Oi! Industries 
Textron and Fedders Corp., to name only a few 
invested in warrants can sometimes show os much appreciation as $1,000 invested in common stocks 

As a vehicle for large gains on a smoll investment 
story demonstrates and we connot emphasize too strongly that these large profits c 
But you must select with care. To avoid missing cur 
send for your copy of THE SPECULATIVE MERITS OF COMMON STOCK WAR 
RANTS, by Sidney Fried, today. This study gives the full story of the common stock warrant, what 


110 werrants you should know about in the coming months 


that new profit opportunities in worronts are 


Sheroton Corp., Sperry Rand, Glenn L. Martin 


$100 


An Important Point: in rising markets 


worrants are outstanding as this “$500 to 


» be 


sell warrants. Included is oa 


current list of 





Fruehauft Trailer of Can. Ontario Jockey Club 
Great Northern Gas Pacific Petroleums 
Gunnar Mines Patino of Canada 
Industrial Acceptance Rio Tinto Mining 
Inland Natural Gas Salada-Shirriff-Hor. 
Kilembe Copper Spartan Air Services 
Loblaw Cos. Stanleigh Uranium 
Lorado Uranium Superior Propane 
Marshall W ells of Can. Traders Finance 
North Canadian Ouls Ventures Lid. 

North Star Oil Webb & Knappot Can 
Northspan Uranium George W eston Lid 


Forbes Magazine, the highly-respected fi- 
nancial periodical, said of THE SPECULA- 
TIVE MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, that “ it throws 
a bright searchlight on a side of investment 
not known, or understood by the average in- 
vestor,” and went on to call the study 
the definitive work on this fascinating aspect 
of finance.’ 

Common stock warrants have such rewards 
for those who understand them that many 
Wall Street professionals and average invest- 
ors alike have praised THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, as vitally important 
to anyone interested in capital appreciation. 
Proving of real value to all who have given it 
careful reading, this study tells the entire story 
of the common stock warrant—what they are 
—why they are issued —when they may be prof- 
itably bought and sold—the dangers to watch 
for—the opportunities to seek. It has opened 
the door to a field of such potential that an 
investor ignores it only to his own detriment. 

In the list given here, and in the many 
additional warrants now coming on the scene, 
there will be many future opportunities. So 
far we have only suggested what is contained 
in the pages of THE SPECULATIVE MER- 
ITS OF COMMON STOCK WARRANTS 
It is our opinion that no investor in- 
terested in capital appreciation can 
ignore the potential of the common 


RHM ASSOCIATES, 
Dept. F-146 

220 Fifth Avenue, 

New York 1, N. Y. 

Attached is $2. 
me “The Speculative Merits 


NAME 
STREET 
CITY 
STATI 


Please send 


of Common Stock War- 
rants,” by Sidney Fried, to- 
gether with Supplement. 





stock warrant, and many share our opinion 
that this book is the best possible first step to 
wards taking advantage of this potential 

The cost of the latest expanded edition is 
only $2. Use the coupon today, and receive 
your copy of this book which, in addition to 
presenting the complete picture of the com 
mon stock warrant, contains a full descrip 
tion of all outstanding warrants and describes 
a method by which you can take advantage 
of current opportunities in warrants in to 
day's market. 

Careful reading of this book 
help you take pe Boerne of the many war 
rant opportunities which will almost certain 
ly develop tomorrow. THE SPECULATIVI 
MERITS OF COMMON STOCK WAR 
RANTS, by Sidney Fried, deserves to be read 
by every investor 


today, will 


Please fill out coupon belou 
and mail today 


1959 Edition $2.00 




















THE LUCKIEST $7 
| EVER SPENT 


By a Wall Street Journal 
Subscriber 


Not long ago I picked up my first copy 
of The Wall Street Journal. I expected 
dull reading. Imagine my surprise when 
I found some of the best articles I'd ever 
read! 

I sent for a Trial Subscription. For the 
first time in my life I began to under 
stand why some men get ahead while 
others stay behind. I read about new in 
ventions, new industries and new ways 
of increasing my income. Also I got ideas 
on what to do to reduce living expenses 
ind taxes. My Trial Subscription to The 
Journal cost me $7. It was the luckiest 
$7 I ever spent. It has put me hundreds 
of dollars ahead already 

This story is typical 
a wonderful aid to men making $7,506 
to $25,000 a vear To 
delivery to you anywhere in the U.S 
The Journal is printed daily in five cities 

New York, Washington, Chicago, Dal 
las and San Francisco 

he Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to a 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip 
tion for 3 months for $7. Just send thi 
ad with check for $7. Or tell us to bill you 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. ¥ rM 
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spending-minded than expected, 
because the 
written) is for 
settlements. I 
strike 
and 
earnings in 
visit has put a 


electronics and 
which 
winters 
Better 
important 
put more ofl 


mon stock investors are 
realize 
money 


perience is not as potent in 








= FLORIDA MAGIC VACATIONLAND 


12 MONTHS 
IN THE YEAR 


DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


MIAMI, FLORIDA 


») 


A quarterly dividend of c per 
share has been de« lared on the Com 
mon Stock of the Company pay 


22. to stockholders 


of record at the close of business 


ible September 
on August 28, 1959 


FLORIDA GROWING 
“BUSINESSLAND' WHERE 
FACTORIES AND FAMILIES 
THRIVE 


P.O. BOX 3100, MIAMI 1, FLA. 
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pleasantness—as many of the 
and the 
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mate with any 





MARKET COMM 


The Public Takes 


taking another look at 
There is a feeling, 
being, the so-called 
argument has lost much of 
That's fed- 
is approaching balance, 
been 


time 
powel! because the 
budget 
cause Congress has less 
and 
outlook (as this is 
less inflationary 
that the 
beyond 
will hurt 
spots The 


wage 
steel 
Day 
third-quarte: 
Khrushchev 


cloud over the 


suspect 
will last Labo! 


that it 


Vague 


defense shares and the over-exploited 


science issues, issues 


were the solid core of last 


rather rabid speculation 


vields on bonds have caused 


institutional investors to 


their “new” money into 


obligations rather than equities. Com- 


beginning to 
that making 


quite 


they are not 
so fast. The 


success .exX- 


fanning 


the flames of speculation 


Resting periods like this are a good 
long run, but they are 


unlikely to pass without selective un- 


former 


enthusiasts in Buck Rogers issues are 
finding out. The duration of the pause 


extent of the price damage in 
impossible to esti- 


degree of certainty 


ENT 


by L. O. HOOPER 


Another Look 


For what the 
opinion may be 
worth, I think this 
is just a pause 
and a change in 
not a ma- 
jor reversal in the 
price trend. When 
the steel strike ends, when Khrushchev 
goes back home, 


vogues, 


begin 
how good earnings will be 
final quarter of the year, I 
would expect the list to regain some 


and when we 
to realize 
in the 


of its old vitality 

I would not expect the 
thusiasm for 
(just 


former en- 


electronics and science 


shares because they are elec- 


tronic and science shares) to revive 
but I would guess there will be greate: 
than 
issues, the auto parts issues, the steels 
That's the 


now: but of 


enthusiasms ever for the 


auto 
and perhaps the railroads 
way I feel right 
we will have 


course 
to feel our way along 

have im- 
that this 
world 


My travels this summe1 
pressed upon me the fact 
generation Is experiencing a 


boom, not an ordinary boom of mere 


cyclical proportions. In many ways 


the boom is bigger on the Continent 
big in England, as it is here 
American 
in popula- 


and as 


This is more than a mere 


boom, in living standards, 


tion, in earnings, and in stock prices 


American shares do not look so ex- 


pensive when you compare price 


earnings ratios with those prevailing 
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For Judging 
Stock Values 
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Investor's 
Manual 
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OVER 1,800 REVISED 
Stock Fectogrophs'' 


be 45th Edition 
Reference for Inve 
essential facts to 
n judging 


of this Ready 
mine of 
awake investor 
1.800 stocks 
find in a few 
every imvestor needs 


O4-page Annua 
sfors ts a veritable 
assist the wide 
relative merits of 
Complete index enables 
minutes imvestment data 
Prepared by the trained staff of FINANCIAI 
WORLD, which for more than 56 years has been 
supplying the business and financial information 
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E. |. bu PONT DE NEMOURS & COMPANY | 


Wilmington, Del., August 17, 1959 


The Boord of Directors hos declored 
day regulor quorterty dividends of $i .1 2 
Stock—$4.50 
shore on the Pre 
Series, both 


this 


o shore on 
Series 


ferred 


the Preferred 

ond 87'/;¢ o 

Stock — $3.50 
able October 24, %959, to stockholders of 
record ot the close of business on O 
tober 9, 1959; also $1.50 o share on the 
Common Stock as the third quorterly in 
terim dividend for 1959, payable Septem 
be 4, 1959. to stockholders of record ot 
the close of business on August 24, 1959 


P. S. pt 


poy 


PONT. 3RD. Secretary 
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for foreign shares in foreign markets 
British equities no doubt would be 
higher but for uncertainties associated 
with the coming parliamentary elec- 
tions. After all, in Britain, you have 
a socialist party against a capitalistic 
party. In this country, the differences 
between the two capitalistic 
are much less marked 
Readers should 


“percentage of 


parties 


remember that the 
duds” in 


like 


abnormally low 


sSugeestions 


made in columns this in 


ecent 


The 


muc h 


years has been 


columnist has appeared to be 
than he really is. It is 


at this point, to make 


smarter not so 


] 


Rood sut 


ich 


easy 
gestions , 
work 
buye! 


7 
Will 
the 


should 


Suggestions vn 
out quickly is 
Furthermore 


be careful to see exactly what is being 


lavol ol 
readers 
said about each issue. and not ad 
more into a paragraph or a s 
than is written 

There is a good chanc¢ 
dend rate on Illinois Cer 
some time between now and the end ol 
A $3 dividend on this 
offer a 


6 on the basis of 


the vear 


would return of bette 
the 
I suspect that the risk element 
stock 1S 
the 
real-estate 


P) obably 
not 


resent 
presen 


small, especially in view of 
and valuablk 
Chicago 
Central 


company's large 
holdings in 
the Illinois 
with it the potential 
offered by the much more speculative 
New York Central (28%4). Once the 
steel strike is } ike 


does 


Carry price 


ended (and the st 
hurts CN plenty right now), it 
probable that some 


seems 
ery lan \ TT onth 
ly earnings will I 


road V 


in cutting down the 


show up for this bis 
ast progress Nas beer 
passeneer at 
For vield and moderate 
like Illinois Central 
and-out speculation, | 
Cential for a pull of 
Speaking ol 
worked 


tional 


appreciation I 
Fo pure in 
like New Yort 

nonth 
ideas not 
out those y} 
Cash Registe« 


suggestion at some ten points 


fairly large short-te) 
could be 
made in other stocks 
faith in the long-term 
National Cash 
nothing in the 
the company to 
stock better thar 

the This vear 


probably will be around $2.2 


have a 


which used to offset 

I have the 
potentia 
Registe b 
near-tert 
mak¢e 
will do 


market 


Earning power from new products has 
deve loped more slowly than ¢ x per ted 
Earlier columns probably 
estimated the 1959 earnings of Si 
(55). I think $6 a share. or 
thereabouts, is a 


indaer- 


mons Co 


reasonable expec ta- 
The dividend should 
There 


ing about International Silver (4744), 


52) 


tion at this time 


be raised is nothing excit- 


(CONTINUED ON PAGE 
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\ The Board of Directors of 


Perry fm CONSOLIDATION 
SS COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 30 cents per share on 
the Common Stock of the Company 
able on September 11, 1959, to 
ers of record at the close of business on 
August 28, 1959. Checks will be mailed 

JOHN CORCORAN 

Vice-President & Se 
1959 
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New FREE Report 
Shows Outstanding 
Recommendations of 
All Leading Services 


Just published and yours free! ... A com 
plete digest of the leading investment serv 
ices—all the timely information they provide 
the special situations, the important rec 
ommendations they come up with. It's new 
different, gives you a scholarly report 
how 60 services appraise both stocks and the 
stock market. It is called Investors Intelli 
gence. The latest 12-page issue is yours 
PREE on request! 


You Get All This 


The new issue of Investors Intelligence gives 
you valuable guidance and specim tact 
mation like 

@® The ALL-AROUND BEST BUY selected by 
our Editors from the leading services, p/us 
the 4 BEST BUYS selected for different ob 
jectives. 

@ INVESTORS INTELLIGENCE’s Master List 
of 55 recommended buys under constant 
supervision. 

@ 40 stocks on the way on issues many 
services are saying ‘‘Sell."’ 

@ 70 Most Mentioned Stocks with consensus of 
“Buy and Sell" recommendations of lead 
ing services. 

@ 3 new Special Situation recommendations 

@ Bonds and Convertibles—latest recommenda 
tions. 

@ Short Positions—stocks to sell short. 

© Commodities—latest advices on 3 major com 
modity markets. 

@ SPECIAL: Best buys among mutual funds and 
investment companies—be sure to test this 
summary. 

*#* PLUS extra coverage on bonds, Canadian 
stocks, t try rankings, stop loss advice 
and much more. 

For your BREE copy of the latest issue of this 

unique new service, send your name and ac 

lress to 


Investors Intelligence, Dept. FB-5 
Larchmont, New York 


For Only $5, You Can 





TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how 
Barron's National Business and Financial 
Weekly gives you complete financial and 
investment guidance—the equivalent of 
numerous special services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 

Everything you need to know to help 
you handle your business and investment 
affairs with greater understanding and fore 
sight... the investment implications of cur 
rent political and economic events, and 
corporate activities ... the perspectire you 
must have to anticipate trends and grasp 
profitable investment opportunities . . . the 
knowledge of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. Compactly 
edited to conserve your time, yet keep you 
profitably informed. 

No other publication is like Barron's. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you 

Try Barron's and see for yourself how 
this complete weekly financial news service 
gives you money-making, protective in- 
formation you need in managing your busi- 
ness and investments wisely, profitably, in 
the eventful weeks ahead. 

Only $5 for 17 weeks’ trial; full year's 
subscription only $15. Just send this ad 
today with your check for $5; or tell us 
to bill you. Address: Barron's, 392 New- 
bury Street, Boston 15, Mass. F-91 
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STOCK ANALYSIS 


Seasonal Transition 


Lasor Day is traditionally a time for 
reexamining the position both in busi- 
ness and the market. In stocks, three 
of the four worst declines in as many 
decades have started abruptly and 
viciously at just about this time. In 
business, the vacation season is ended, 
the crops are made, and such things 
as the state of order books, inventories 
and money trends can be surveyed to 
guide formation of policy for the ne.» 
season. Businesses plan further ahe .d 
than in past years and do not give as 
much weight to short-range prospects, 
but the latter are by no means ignored 
This year, except in the most un- 
likely event that a 
military spending 


major decline in 


comes into view, 
the foundations of both the business 
boom and the bull market should ap- 
pear strong. In 
tional product has been rising quite 


sharply, but hardly 


business, gross na- 
for long enough 
to have accumulated significant weak- 
Current 
more likely to prolong than to weaken 
the business trend, and also to delay 


nesses labor troubles are 


the development of forces contra to 
the astonishingly good corporate prof- 
its picture. The steel strike must al- 
ready have eaten well into inventories 
and strengthened the price structure 
The more recent strike in the copper 
industry may repair a statistical posi- 
had 
threaten prices 

The 


stock prices has been slackening fo: 


tion which begun seriously to 


pace of the upward trend in 
some months, as evidenced by lowe: 
volume, more frequent reactions and 
gradually stocks participating 
After 20 months of steady rise, those 


fewer 
manifestations should be astonishing 
no one, nor do they necessarily bode 
They caused the 
various averages to break down out of 


trouble have not 
the uptrends they have been following 
Even should that 
little forecasting sig- 
nificance under present circumstances, 


for so long occul 


it might have 


though it would undoubtedly dis- 
turb the who 


charts as an aid to market operations 


large numbers use 
This boom in equity prices is world- 
wide The monetary 
statistics and the figures on the flow 
of funds directly into stocks encour- 
belief that its 
require a lot of time. 
For the short range, the market at 
this writing has undergone a highly 
selective Announcement 
of plans for the Khrushchev visit was 
the peg which the 
Its first victims were some 


and powerful. 


age the reversal will 


correction. 
upon correction 
was hung 
of the scientific wonder stocks, many 


by MARSHALL 8S. FOSTER*® 


of which had doubled or better afte: 
their prices already had lost all con- 
tact with earnings and dividends 
Many of their prices even were out 
of touch with the optimistic projec- 
These 
stocks now may have a lot in common 
with stocks of the airplane manufac- 
turers after their spectacular boom in 
1954, which extended fot into 
1956 or later, but which now has been 
deflated to the lowest price levels for 
five years. Study of the price move- 
ments in the airplane stocks 
1954 to the present quite 
would be of value to those interested 
in the present crop of glamour stocks 
It is a skyrocket 
ascent, irregularity and 
then adjustment to realities. 

Stocks of 
and 
highly 
oped glamour 


tions for a few years hence 


some 


from 
possibly 


classic picture of 


protracted 
and television set 
makers, 


radio 
component always a 


competitive business, devel- 
and spectacular price 
gains which in some cases seemed to 
The technical pat- 


many in the 


lack justification 
terns of group appeai 
precarious. 

The problems of stock selection are 
different with the higher price levels 
and the altered internal characteristics 
of the market. The list been 
combed over for many months and a 


has 


generously. 


has 


been 
Many 
have been looking tired for some time 
Unde 


clination is to give about equal weight 


large proportion of 


exploited 


issues 
quite 
these conditions my own in- 
to recent price history and to relative 
statistical values, the former so as to 
weak o 
stocks, and the latter for assurance in 
The risk 


factor must be given more considera- 


avoid technically overdone 


case of further reaction 


tion than when prices were lower, 
though some type of leverage is al- 
most essential when investing at low 
market. In 
there are 
stocks 


are in solid but not precarious long- 


yields in a high money 
the immediate situation 


numbers of interesting which 
term uptrends, and which have under- 
gone minor corrections 

The risk lies in the old axiom that 
there is no telling when a minor re- 
action is the first step in a bear trend 
outstanding example, 
down from 6814 to 60 and selling at 
under ten current earnings 
The August year should return a 
minimum of $7 earnings, against $6.06, 
and a further rise in the dividend 
should be a safe prediction. Last yea 


Deere is an 


times 


*Mr. Foster, associated with Spencer Trask 
& Co. of New York City, is a guest columnist 
for Mr. Heinz Biel who is on vacation 
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the quarterly dividend was raised and 
an extra declared on October 28. Other 
interesting values which down 
moderately from their highs include 
Allied Chemical, Sheet 
and Tube, Mack Trucks, Rayonier, 
Olin Mathieson, United Air 
Sterling Drug, U.S. Rubber, Mon- 
santo, United Carbon, James Lees 
and Wilson. For all of those there is 
reasonably satisfactory relationship 
between price and the statistics; there 
are better than average trends in their 
current operations; and all are of in- 
stitutional quality to 

Many are prospects fo: 


are 
Youngstown 


Lines, 


some extent. 

better divi- 
dend action before the year ends 

Archer-Daniels-Midland Co. may 
be in process of changing from a some- 
what dull stock to one with interesting 
appreciation Selling at 
45 and paying $2, neither earnings nor 
have given stockholders much 
cause for satisfaction for many years, 
though its financial position has re- 
mained strong. The price of the stock 
is about in the middle of its postwar 
range. The management, discussing 
the company’s affairs before the N-Y. 
Society of Security Analysts recently, 
pointed out that the inability to raise 
dollar sales had been due to pro- 
tracted price declines in some of the 
commodities which are the company’s 
main raw materials, and that unit sales 
have risen substantially. It is a lead- 
ing processor of flaxseed and soybeans, 
and is active in flour and animal feeds. 
For several years the company has 
been expanding into related as well 
as into new lines. 

The efforts to improve profitability 
apparently succeeding, for the 
company is expected to report at least 
$3.40 for the year ended June, against 
$2.45 for the preceding year. Con- 
siderable leverage is inherent in this 
stock, as the 1,591,000 common shares 
carry sales of well over $200 
million. A higher dividend is a reason- 
able expectation for later this year 

Since Metal & Thermit was men- 
tioned in the previous issue, the com- 
pany has reported earnings of 6lc for 
the June quarter and 88c for the half 
The report carried an opinion that 
both and earnings would be 
higher in the second half. With the 
stock at 225%, the earnings basis seems 
quite solid for a company expanding 
in the interesting specialty 
fields 

The unsatisfactory regulatory 
ditions which have braked the earn- 
ings growth of Orange & Rockland 
Utilities at 232 
counter) have changed for 


possibilities 


sales 


are 


gross 


sales 


chemical 


con- 


over-the- 
the bette: 
with a recent rate increase and a more 
favorable attitude 
matters. It now likely that 
earnings for the year will approach 
(CONTINUED ON PAGE 52) 


(selling 


toward various 
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SA Lovilied Company 


AMERICA’S FIRST TOBACCO MERCHANTS «+ ESTABLISHED 1708 


OLD GOL) 


DIVIDEND NOTICE ~~ 


Regular quarterly dividend of $1.75 per share on the Pre- 
ferred Stock and regular quarterly dividend of 50¢ per 
share on the outstanding Common Stock of P. Lorillard 
Company have been declared payable October |, 1959, 
to stockholders of record at the close of business Septem- 
ber 10, 1959. Checks will be mailed. 


G. O. DAVIES, Treasurer 


New York, August 19, 1959 
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With One Call Ontion 


Few investors know it, but there are probably more big-profit opportunities in stock 
options than in any other medium in the market. The profit above was made with 
just one Call in Lukens Steel. And, while such tremendous gains don't happen every 
day, large gains are commonplace 


FREE BOOKLET TELLS HOW YOU CAN PROFIT IN OPTIONS 

Stock options are as old as business and a mportant factor in European markets t 

great profit possibilities, with relatively tiny investment and absolutely controtied risk 
tures unique to Put and Cal! options) have. unti! now. been the private ad 
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Yet in our opinion. no one yuld have mor 
options particularly the man whc« 
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Our new booklet “PUT & CALL 
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trolled risk 
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@ Tells you how, with a small initial investment you contro! a large number of high-priced shares 
@ Shows how you yourself decide and limit—IN ADVANCE—your risk in every transaction 
@ Strips away the mystery surrounding options—and gives 16 examples of the incredible profits 
made in Put and Call stock options 
@ Describes a new service, “THE PUT AND CALL OPTION REPORT which for the first time 
will make available, a complete and reliable guide to stock option profits including peri 
odic follow-up advice and consultation privileges 
For your Free booklet and cx 
AND CALL CLUB INC 1 


mplete inf 


Exchange 


THE PUT & CALL CLUB INC. AN INVESTMENT ADVISORY SERVICE 
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there is only 
ONE mutual 


investment fund 
named 


/ENERGY 
FUND 


INCORPORATED 


IT IS THE ONLY FUND CONCENTRATING 
IN THE ENERGY FIELD THAT IS OFFERED 
WITH NO COMMISSION OR SELLING 
CHARGE OF ANY KIND. Shares are 
offered at net asset value. There is a 
1% redemption charge. 


Energy Fund is a mutual fund investing 
for growth possibilities in electronics; 
high energy fuels; missiles and other 
space uses for energy; atomic energy; 
oil and gas; electric and gas utilities 
and other activities related to the 
energy fields. 


SEND FOR FREE PROSPECTUS 
Write Department F 


Distributor 
RALPH E. SAMUEL & CO. 
Members WN. Y. Stock Exchange 
115 Broadway, N. Y. 6, N. Y. 
Tel. COrtiand 7-8600 





TEXAS PACIFIC COAL AND OIL COMPANY 
e8%e *, 


Fi ° 
Cash Dividend eo 
Ne. 200 
September 4, 1959 ° 
od 
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+ 
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| At the regular monthly meeting held July 
22, 1959, the Board of Directors declared a regu- 
tar quarterly cash dividend of 25 cents a share 
payable September 4, 1959, to stockholders of 


record at the close of business August 11, 1959 


By J. lL. Norman, Secretar 
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PUGET SOUND POWER 
& LIGHT COMPANY 


Common Stock Dividend 
No. 64 


The Board of Directors has de 
clared a dividend of 36c per 
share on Common Stock of Puget 
Sound Power & Light Company 
mvable August 15, 1959, to stock 
Relieve of record at the close of 
business July 22, 1959 
Frank MclLAvuGHuin 
President 











THE FUNDS 


THE HOT DEBATE 


Few aspects of the mutual fund busi- 
ness have created as much enthusi- 
asm—or bitter criticism—as accumu- 
lation plans for the purchase of fund 
shares. The theory behind them is 
the essence of simplicity: the buyer 
agrees to purchase certain minimum 
dollar amounts of shares at regular 
periods. It’s a kind of systematic sav- 
ing with the added kicker of being 
tied to the stock market. 

Just how popular they have become 
was clear last month when the Na- 
tional Investment 
Companies reported that the number 
of plans in force had passed the 1 mil- 
lion mark, with a total value of an 
estimated $1.7 billion. Five years ago, 
the 192,000 plans had a total value of 
$298 million. With both the 
number and the value of the plans 
more than quintupled since 1954, the 
disciplined investment programs were 
growing far faster than the booming 
fund industry itself. The very growth 
was heating up the argument. 

Two Kinds, Two Sides. The reasons 
for the enthusiasm were obvious. But 
there was, both inside the industry 
and out, more than a little criticism of 
the contractual plans. The “volun- 
more as a_ self-imposed 
goad on the buyer. Although he must 
buy a minimum amount at any one 
time, he 


Association of 


some 


taries” act 


can stop further purchases 
at his own convenience. In any case, 
he pays only the standard average 8°, 
loading charge on each purchase as 
he makes it. 

Unde: plans (which 
make up about half of all accumula- 
tion plans) the investor agrees to buy 
fixed dollar amounts of shares, either 


contractual 


monthly or quarterly, for a set num- 
ber of years, usually ten. The rub, 
according to the critics, is the way the 
loading is handled. The majority of 
contractual plans deduct almost half 
of the total sales charge from the first 
Thus, if an investor 

$10,000 worth of 
shares over a ten-year period, and the 
offering price included an 8‘, “front- 
end” load, $400 of the investor's $1,000 
stake the first year would be deducted 
as the sales charge. For the voluntary 
buyer, 


year of payments 


contracted to buy 


about 92 of his money is 
working immediately; for the con- 
tractual buyer, only about 60% is. 
“Contractual plans,” charges one 
determined mutual funder who re- 
fuses to be identified, “benefit the 
not the investor. The investor 
has to wait vears before his money 
works for him as hard as it should.” 


seller . 


But even the critics agree that if 
both voluntary and contractual buyers 
stick to, say, a full ten-year plan, 
they come out approximately even 
The objection centers around the 
possibility that an individual might 
have to stop further purchases afte: 
two or three years. For the contrac- 
tual buyer, the heavy front-end load 
would have wiped out much of his 
original investment. The voluntary 
plans, on a pay as you go 
minimize any loss if circumstances 
force the investor to liquidate his 
shares within the first few years 

But, says Walter Benedick, presi- 
dent of Investors Planning Corp., sec- 
ond largest distributor of accumula- 
tion plans,” it’s not that simple 
Benedick argues that the front-end 
load is a vital key to a real accumula- 
tion plan. Without it, he doubts 
whether salesmen could afford the 
time it takes to educate the public on 
the benefits of the plan. 


basis, 


“If a man has only five years in 
which to invest, it would be immoral 
to sell him a contractual plan.” he 
adds. “But if he has longer, and ad- 
mits he has trouble putting money 
aside, it would be immoral to sell him 
anything else. The compulsion of the 
front-end load multiplies his chances 
for reaching his investment goal.” 

So the argument ran last month. In 
general, the more conservative ele- 
ments in the mutual fund industry 
were lined up against the contractuals 
and their fat “front end” loads. 

But so far as the sales trend was 
concerned, the argument seemed to 
be going in favor of the contractuals 
First Investors Corp., No. One write 
of contractuals, currently claims to be 
writing new business at the rate of 
$12.8 million a month. Benedick’s 
IPC claims a monthly volume of 
$12.5 million. William Damroth, 
whose First Mutual Securities Corp 
is a relative newcomer to the field 
already boasts a monthly sales rate of 
some $2 million. 

Thus for all their heated opinions 
mutual funders hostile to contractual 
plans are loath to assail them publicly 
“I don’t like them,” said one, “but | 
might be selling them myself 
year if the trend keeps up.” 


next 


The accumulation plan sponsors general! 
sell, not a fund of their own, but shares of 
such regular funds as Wellingto Fund 


menta toston and many others 


DOUBTFUL DISTINCTION 


Many a fund goes to great lengths 
to set itself apart from the herd, but 
it is the sad fate of Jonathan B. Love- 
lace’s Investment Company of Ameri- 
ca (total net assets: $152.6 million) 
that the one absolutely unique thing 
about it is something it would rathe: 
1959 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
lends 


ORIGINAL PREFERRED STOCK 
Dividend No. 201 


65 cents per shore 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 

Dividend No. 50 

27 cents per shore. 


The above dividends are pay 


ble September 30 
st ckholders 


P. C. HALE, Treasures 


$9 








LDENS 


DIVIDEND NOTICE 
The Boord of Directors hos declored 
the following dividends 
Preferred Stock 
A quarterly dividend of $1.0614 
payable October 1, 1959 
to stockholders of record 
September 10, 1959 
Common Stock 
A quarterly dividend of 30c 
poyable October 1, 1959 
to stockholders of record 
September 10, 1959 
Robert W. Jackson, President 
Aldens, Inc. 





DOW THEORY LETTERS 


by Richard Russell 


A service which teaches vou to apply the famous 
Theory to your own portfolio or business—writ- 
ten by an expert for serious investors who want 
the facts. Send for brochure explaining the 
Dow Theory, reprints of the author's four recent 
articles in BARRON'S, and «a one-month trial 
subscription (4 issues), $1.00. «$40.00 annu- 
ally, Airmailed.) 


Dept. F, 125 East 93rd Street. W. Y. C. 28 
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FUNDS 
VS. THE MARKET 


. a Indexes use weekly closing prices [t= 
‘ fund indexes assume remvestment! PF 





fee we 
| JUNE 


States the latest 

port of the Los Angeles-based com- 
mon stock fund (as every ICA re- 
port has been required by law to state 


not have 


since it became an open-end fund in 
1939): “Option 
standing which may be 


warrants are out- 
exercised at 
any time for the purchase of 1,450,859 
common the capital stock 
of the Company at $10.483 per share.” 
$10.95.) 


shares of 


(Recent asset value 

Handicap. 
in America can make that statement 
or would care to. For the 
theory of warrants 


No other open-end fund 


whol 
rights to buy a 
given amount of stock at a fixed price 

is somewhat at odds with the theory 
All funds 
try to make their net assets grow on a 
ICA’s case, 


grows bevond a 


of mutual fund investment 


per-share basis. But in 
once net asset value 
certain holders 
Beyond that 
profits do not all 
belong to the common stockholders 

As it ICA 
warrant has ever been exercised in 
the 26 
standing 


point, the warrant 


start sharing in the gains 


point the capital 


happens, not a single 


years they have been out- 


ICA’s 


share has neve! 


The reason is simple 
net asset value pet 


enough above the 


price to make 


risen tar option 
it profitable to do so 
Yet the fact remains that the warrant 
holders are potential partners for 
every gain in asset value 

Sad Legacy. How did ICA manage 
to get the warrants stuck around its 
neck? The 
sued to the participants in a private 
1933 when the 


company was reorganized as the fore- 


warrants were first is- 


investment trust In 
runner of the present open-end com- 
pany. “Looking back on it,” said one 
ICA executive, “it was a mistake 
Since the warrants are perpetual it’s a 


mistake we'll just have to live with 


T. ROWE PRICE 
GROWTH STOCK FUND, INC. 
e 


OBJECTIVE: Possibie long term 
growth of principal and income. 
OFFERING PRICE: Net asset value. 


There is no sales load or com- 
mission. 


REDEMPTION PRICE: Net 


volue less 1°,. 


asset 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 














THE 
JOHNSTON 
MUTUAL 
FUND INC. 


An investment in a cross sect 
American business and industry 


Shares may be purchased at 
net asset value. There is no 
sales load or commission 


Accumulation Plan Available 


Prospectus on request 


The Johnston Mutual Fund inc. 


247 Park Ave., Dept. F 
New York 17, N.Y. 

+o 

For ONLY $6.00 A YEAR 

The Mutual Fund Reporter 


Gives All Mutual Fund Soles, Purchases & Holdings. Same 
information is available elsewhere for $30-$65 o yeor! 


Since we cover only Mutual F 











s «a regular feature! Fund activities are ¢ 

d's most experience Bankers & A 
activities often fore dow ma 
evote a eeparate supplement to 


ad Ios Bex 364, psend check to: a _— 

INACTIVE 
ISSUES 

Bought & Sold 


ALBERT }. CAPLAN & CO. 


Members: Philo Balto. Stock Exch 
Boston & Pitts. Stock Exch. (Asso 


1516 Locust Street, Phila. 2, Pa 





t 
yysuRAN 
STOCKS 


free 


booklet-prospectus 











Petroleum Shares ° : 


of GROUP SECURITIES, INC. | 


4 mutual fund founded in 1933, which 
offers an investment in the growth pos 
sibilities of selected common stocks of 
the oil and gas industry Mail thi 
Advertisement. 


Neme 





Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 











FOSTER 


LURIE 





(CONTINUED FROM PAGE 49) 
$1.50, against $1.06 on fewer shares, 
which would be the sharpest gain on 
the recent records and should permit 
an increase in the present 90c divi- 
dend. This company, serving rapidly 
growing sections adjacent to New York 
City, shown growth 
in its operating statistics. The stock 
has done little since 1955, but may now 
be able to regain 

Oil securities 


has superior 


investment favor 
have been losing 
ground as compared with the market 
as a whole since early 1957, but in 
the past year the relative decline has 
been at an unusually sharp pace. The 
change has been a reaction to the 
early postwar years in which many 
and othe: had 
little confidence in any groups other 
than and utilities that 
period the oil positions of many trusts 
and other 


comprise a third or more of portfolios 


institutional investors 


oils During 


investors were built up to 


A changed attitude toward the long- 
range prospects of the economy prob- 
ably has had more to do with the 
decline in the group's popularity than 
have any reservations concerning its 
At any rate, many institutions 
taking 
ducing sharply their percentage com- 
them. On the 
relative price change alone, however, 


future 


have been steps toward re- 


mitments in basis of 
there is much to be said for the group 
Phillips, Argo, Amerada, Standard of 
Indiana, Anderson-Prichard, and for 
a special situation, Arkansas Fuel Oil, 
all are good values and should share 
any better feelings toward the oils 


Vanufacturer of the Broadest Line 
/ Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y 


quarterly dividends 
have been declared as follows: 


Common Stock’ 
45 cents per share 


$4 Cumulative Preferred Stock 


$1 per share 


$4.50 Series A Convertible Second 
Preferred Stock 
$1.12'% per share 
These dividends are payable Sep 
tember 15, 1959 to stockholders of 
record at the close of business 
August 20, 1959 
JAMES E. McCAULEY 
Treasurer 
iwenst 5S, 1959, 
consecutive 
dividend 


(CONTINUED FROM PAGE 41) 


might be entering a broad trading 
range somewhat similar to 1955-57. 
Summer strength and autumn weak- 
past market characteristics 
But it is likewise true that our 1959 
type market demonstrated two 
equally important characteristics. One 
is the ability to individual 
speculative excess from within with- 
out upsetting the apple cart. Another 
is the fact that demand for especially 
favored issues can be demonstrated at 
This is why there can 


ness are 


has 


correct 


the same time 
be individal 
bull 

range 


opportunities—private 


markets—in a broad trading 


While coming weeks may at times 
be trying, they'll also be rewarding to 
the discerning, for, in a period such 
as this, the wheat gets separated from 
the chaff In this 
pertinent to list below 


connection, it’s 
three broad 


classifications covering this column's 


late: 
The groupings are offered more as a 


candidates for success stories 
matter of convenience than exact defi- 
must 
a good speculation. Risk 
stock is 
purchased, and the only compensation 


nition, for the best investment 


likewise be 


is assumed no matter what 


for investment risk is an appreciation 
potential 


STOCKS FOR THE SPECULATOR 


Aico Products Firth Sterling 
American Motors Loew's 

Ashiand Oil New York Centra 
Bigelow-Sanford Rheem Manufacturing 
Burlington Inaustries Royal McBee 
Crucible Steel Thatcher Glass 


STOCKS FOR THE BUSINESSMAN 


Harbison-Walker 
Mesta Machine 
Standard Packaging 
Blaw-Knox United Air Lines 
Borg-Warner U.S. Rubber 


Chrysier Wilson 


American Steel Foundries 
American Viscose 
Bethlehem 


STOCKS FOR THE MORE CONSERVATIVE 


Norfolk & Western 
Singer Manufacturing 
Spencer Chemica 
Standard Oi! (indiana 
West Virginia Pulp 
Woolworth 


Allied Laboratories 
Emhart Manufacturing 
W. R. Grace 
nternational Harvester 
international Nickel 
May Department Stores 


WHITE 
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many other industrial groups, they 
still have appeal for growth in sales 
and earnings and for dividend liberal- 
ity once labor problems are out of the 
way. Armco Steel (765s), with benefit 
of an independent union, has main- 
tained operations in about half of its 
facilities and may achieve earnings 
of $5.25 a share or more this year, vs 
1958. With its Weirton divi- 
sion manned by an independent union, 


National Steel (9534) 


$3.87 in 


has been run- 


ning above 50°, of capacity and setting 
the stage for earnings this year in the 
area of $8.50 a share, compared with 
$4.80 last year. Granite City Steel 
(72), Eastern Stainless (26) and De- 
troit Steel (2234) have been able to 
keep their plants operating full tilt 
by reason of special arrangements 
with unionized workers. These smalle: 
concerns seem unlikely to show siza- 
ble earnings improvement 

Cyclical railroad and rail equipment 
stocks have won few 
months 
much to 


friends in recent 
Yet these groups would hav« 
gain from an expansion in 
heavy construction and from a recov- 
ery in industrial output over coming 
months. Technical behavior of vola- 
tile eastern carrier issues like Balti- 
more & Ohio (455s), Erie (14), Neu 
York Central (2834) and Pennsylvania 
(17), 


equipment 


has been intriguing. In the 
group it is 
that an 


has 


interesting t 
observe earnings 
without 


from the 


impressive 


recovery been attained 


significant gains in orders 


railroads Progress stemming fron 


diversification has proved decidedly 
impressive 

In the Steel 
Foundries (63) for example, benefits 
from non-railroad activities have ac- 


counted in 


Case ot American 


measure for the 
encouraging profit improvement indi- 
cated for the fiscal year ending this 
National Malleable & Steel 
Castings (41), whose output ordinarily 
is about equally divided between the 
automobile and 


no small 


month 


industries 
Net 
1959 may closely approxi- 
1957 


railroad 


has experienced a sharp recovery 
profit for 
mate the 


excellent showing of 


$5.05 a share 


HOOPER 
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this 
around $5 a share 


but earnings vear should be 


the $1.50 dividend 
probably will be raised to $2-$2.50 

(1742), on a 
consolidated basis, earned $1.80 in the 
first half. The possibility of $3.50 for 
the year looms 
in the 50« 


International Packers 


Here also an increas¢ 
dividend would 


General 


seem i 
(2814) is 
doing better than expected, with $3 to 


orde1 Cigar 
$3.25 a share for the year a good esti- 
mate at this There is a 
aggressive management in 


point more 
General 
Cigar, and royalties on homogenized 
tobacco sheet should continue to help 

The better climate 


which has hurt the defense shares and 


international 


those electronic issues associated with 


defense. actually is helpful to the 
Pe- 


remains one 


surrounding British 
This stock 


Values 


psychology 
troleum (8) 
ol the bette 


among the oils 
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with its price depressed by fears about 
the Mideast. I like it as a value, but 
what it does in the market will de- 
pend on the political climate in the 
Mideast 
Chrysler (65) is a stock to watch 
this fall and winter. Earnings for the 
September quarter, if any, will be 
small, and don’t expect a really big 
fourth quarter because of large 
charge-offs for development. If the 
new cars go over well, earnings 
some time next year could be truly INDEX OF FEATURES 
inspiring The stock involves more 
risk than General Motors or Ford, but 
(if all goes well), because of the com- ag SE ts 
Fact & Comment (Malcolm S. Forbes 
parently lower costs, it has a much | The Market Outlook (Sidney B. Lurie 
bigger price potential than either Investment Pointers (William R. White 
And don't sell American Motors me ger necagy Rat AE 


(43) down the river! It should show The Funds 

close to $11 a share for the year to Thoughts 

end September 30, and probably will 

earn more per share than any other 

motor stock in the September quarte: INDEX BY COMPANIES 
Even if next year’s earnings should 


Volume 84, Number 5 September 1, 1959 


pany’s small capitalization and ap- 


drop to $6 a share, which is improb- 
able, the stock is not high. I am look- 
ing for a truly “big” automobile yea 
in 1960. I certainly would not take Aluminum Co. of Amer 4 rst Mutual Secur orf Norfolk & We 


- American Airlines l neré tor an Northern Pacif 
profits in Ford Motor, which I recom- American Smelting & 


BUSINESS NEWS 


Pennsylvania Ra 
Refining 2 of ( 34 Pheips Dodge 
mended so many times at lower prices Anaconda Copper walt ; Plough, In 
c F . ‘ a § *k Anderson, Clayton : ( l Reeves Bros 
I think Ford is more than a $100 stock a ee > vertz: wrree HAY 
eventually Boeing , nve , Rhodesian Select 
? Boston Edison 1s nvestors Planr ) elly On 
Again, I want to stress that I don't Burlington industries 25 40s aaa Deen Ae Stendasd Financia 
7 . nem » tt Copper } > =Stever 
expect too much from the stock mar- — Sane © gee thy ott 
ellulose é 7 resge 1 ¢ al 
ket over the immediate future. that Celanese 23 Lockheed 1 Textron 
“errc sce 1 7 A wensteir 24 Tid ter 
I think a new set of vogues will de- | Serf 9¢ Pasco... 19, 37M. Lowenstein Heouster 6 
velop this fall, and that we will have C.1.1. Financial 20, 3 Mission ( 4 Union Pa 
> Continental Air Line l G.C. Murphy United Air 
new highs in the averages before the Douglas Aircraft , National Home United Fr 
x . a du ynt Newmont Minir 4 Virginian 
end of the year. Candidates for favor Oy RO rag ly ee J 6 Westworth 
this fall? The motors, rails, perhaps 
the rail equipments, retail trade issues, 
the steels (especially Jones & Laugh- TABULAR COMPARISONS 
lin) and the capital goods issues uesttite Gund —_— 
Financial Comms T Earnings 
Roundup 





Pu llman COLUMNISTS’ COMMENTS 


Aico Products Firth Sterling 52 Norfolk & Weste 


Allied Chemical Ford 5 Ohio Oil 

~ » | Allied Laboratories ; General Cigar 52 Olin Mathieson 
11007 07 a é Amerada : 52 General Motors 2 Orange & Rockland 
American Motors 4 52 

American Stee! Foundries 
American Viscose 


— 392nd Dividend — Anderson-Pritchard 


WR. Grace d Pennsylvania Railroad 
Granite City Stee 2 Phillips Petroleur 
Harbison-Walker 2 Pure Oil 
litinois Central Rayonier 
international Harvester 2 Rheem Manufacturir 
nternational Nicke Royal McBee 
International Packers y simmons ( 
international f Singer Manutactu 
Jones & Laugh Spencer Chemica 
SS. Kresge Standard O1! (ind 
Standard Packag 
Sterling Drug 
Thatcher Glass 
Department Timken Roller Be 
Mesta Machine Z United Air Line 
Metal & Thermit 49 United Carbon 
Monsantc 49 US. Rubber 
Montgomery Ward 43 West Virginia 
National Cash Register 47 Wilson 
Natio Malieabie & Stee Woolwortr 
‘ Youngstowr 


: , Archer-Daniels-Midiand 
93rd Consecutive Year of argo 
Quarterly Cash Dividends Arkansas Fuel 0 
Armco Steel 

; » » Ashiand Oil 
A quarterly dividend of Saltimere & Obi 
seventy-five cents (/0€) per Bethiehem Steel 

Bigelow-Sanford 
P yn Se » 

share will be paid on Septem Stow-tnox 
ber 14, 1959, to stockholders Borg-Warner 

=” — ,) ot British Petroleum 
of record August 21, 1959. Stains Sebebtes 
. - Chrysier 
CHAMP CARRY ag RS 
President Crucible Stee 
Deere 
Detroit Steel 
Eastern Stainiess Stee 
Emhart Manufa tur ng 


No 


FN SY Be OY Be ON FT FP FB 
n> Go F AD RO RD PP 


TRAILMOBILE 
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ON THE 


TH OU G HTS BUSINESS OF LIFE 


A man who cannot be acquainted 
with me, taxes me; looking from afar 
at me ordains that part of my labor 
shall go to this or that whimsical end 
not as I, but as he happens to fancy. 
Behold the consequences. Of all debts 
men are least willing to pay taxes 
What a satire is this on government! 
Everywhere they think they get their 
money’s worth, except for these. 

RatPeH Wa.Lpo EMERSON 


More erroneous conclusions are due 
to lack of information than to errors 
of judgment. Louts BranpeIs 
We are coming to that there 
should be no stifling of labor by capi- 
tal, or of capital by 
that should be no stifling of 
labor by labor, or of capital by capital 

Joun D. Rockerevcier, JR. 


see 


labor: and also 


there 


Money is created by trade, not trade 
by money A. B. BARKER 


Prosperity is only an instrument to 
be used, not a deity to be worshipped 
CALVIN COOLIDGE 


Whatever 


tion, 


is done without ostenta- 
the 
witnesses of it, is, in my 


and without people being 
opinion 
praise-worthy: not that the public eve 
should be entirely avoided, for 
actions desire to be placed in the light 
but not withstanding this, the greatest 


theater for 


most 


good 


virtue is conscience 


CICERO 


the 
worth a 


A single 
table 
month's study of books 

CHINESE 


conversation across 


with a wise man is 


PROVERB 


A man given to pride is usually 
proud of the wrong thing 


Henry Forp 


There 


men 


are two means of moving 


interest and fear NAPOLEON 
However numerous may be the sys- 
tems of education adopted in different 
countries, and in distant ages of the 
world, the object proposed to be at- 
tained has everywhere been ostensibly 
the same, viz., by care and training, to 
render the body and mind of man apt 
instruments for fulfilling the design of 
his existence, the acquisition of happi- 
ness, social and domestic 
JouHN Locke 


We are free when our acts proceed 
from entire personality, when 
they express it, when they exhibit that 
indefinable resemblance to it which 
we find occasionally between the artist 
and his work HenrI BERGSON 


oul 


B. C. FORBES: 


Several friends were walking 
on a rather crowded thorough- 
fare when a young man pushed 
and briskly 
“Wasn't he 


his 


his way through 


moved ahead 


cheeky, elbowing way be- 


tween us that way?” remarked 
one. “Oh, I don’t know; I imagine 
he is just a pushing young man,” 
Which started 
The 


reached was that it is important 


analyzed another 
a_ discussion conclusion 
jor a young man to be full of go 
and energy and push, but that he 
hurts himself if his forcefulness 
gives others the impression that 
he is cheek y It was agreed, too 
that anyone who behaves 
brusquely or in any way rudely 
in a crowd of strangers is likely 
when making 
One 


most 


to act similar ly 


business contacts veteran 


executive declared em- 
phatically that he had no use for 
anyone who is obsequious when 
obsequiousness is politi but 
boorish when dealing with un- 
derlings, because, the executive 
emphasized, the two invariably 
go togethe? In ahead, 
the 
way. Pushing must be done po- 
litely. Then others will get be- 


hind you 


getting 


don't elbow others out of 


not in front of you 


It makes little difference how mag- 
nificent are our new buildings or how 
impressive are our private kingdoms 
If no answer is found to war, all men 
will die poor NorRMAN COUSINS 


Fame is a vapor, popularity an ac- 


cident, riches take wings. Only one 
thing endures, and that is character 


Horace GREELEY 


When we control business in the 
public interest we are also bound to 
encourage it in the public interest o1 
it will be a bad thing for everybody 
and worst of all for those on whose 
behalf the control is nominally ex- 
ercised THEODORE ROOSEVELT 

I try to have no plans the failure 
of which would greatly me 
Half the unhappiness in the world is 
due to the failure of plans which were 
never reasonable, and often impossible 


Ep. Howe 


annoy 


Most of the money a business man 
calls profits is merely money that has 
not been wasted A. V. BuRDINE 

Wealth is not his who makes it, but 
his who enjoys it 

ITALIAN PROVERB 

If we knew history better, our ex- 
pectations would be less, and our con- 
solations more Witt DURANT 
Read a page and think an age 

JOHN H. PATTERSON 


We 


tions 


should not only master ques- 


act upon them, and act 
Wooprow WILSON 


but also 
definitely 


the 
with a 


Friendship is almost always 


union of a part of one mind 


people are friends in 
GeorGeE SANTAYANA 


part of another 


spots 


take 
find it 
SHAKESPEARE 


Who seeks and will not when 


once ‘tis offer’d shall never 


more 


Look 


which 


Monotony is the law of nature 
at the 


the 


monotonous manner In 
The 


is exhilarating 
MAHATMA GANDHI 


sun rises monotony ol 


necessary occupations 


and life-giving 
The 

ears believe other people 
GREEK PROVERB 


eves believe themselves: the 


There is one principle which a man 


must follow if he wishes to succeed, 


understand human 
Henry Forp 


and that is to 


nature 


More than 3,000 selected “Thoughts” 
available in a 544-page book 
lar edition, $5 


Regu- 





A Text. - 


causeth 


He that gathereth in summer is a wise son 


but he that sleepeth in harvest is a son that 


shame Proverss 10:5 
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the world turns on an idea 


Simple idea the wheel. 


By turning it with water, man made it produce power 


Today we harness energy and far more of it by pipeline 


Through this great underground highway 


natural gas is carried thousands of miles. Lifted over 


mountains, forced under rivers to aive homes and 


industry heat and energy never available before 


Simple idea. the pipeline Mii 
q ’ 
But like the wheel, revolutionary 


From natural gas and oil... heat, power, 


petrochemicals that mean ever wider service to man. 


TENNESSEE GAS TRANSMISSION COMPANY 





Give your executives the status they deserve 
...an Italic-Styled office by GF Studios 


Consider for a moment a man of exceptional ability 
—a man who has worked his way to the top. Naturally 
he deserves an environment that reflects his own 
achievement. But how does he find an ofhce that is 
personally his—that is right in every detail —that 
shows imagination and flair. subtly. and with 
flawless taste 

We sincerely believe vou ll find all that in Italic 
Styling from GF Studios. Its a new concept in execu 


tive environment that provides everything you need 


skillful planning a superb new design in executive 
furniture. decorating with exclusive custom-made 


{ 


accessories. GE Studios does the whole job and tailors 


it to the precise character of your business — and 
to the personality and taste of the executive involved 

Io learn more about Italic Styling. call your Gk 
dealer or branch, or write for your full-color Italic 
Styling brochure. GF Studios. Ine... Dept. G-19 
Youngstown 1, Ohio. Division of The General Fire 


proofing Company 


by GF STUDIOS, INC. 
THE GENERAL FIREPROOFING CO. 


yA 4 
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